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PREFACE 


Recent events have done much to subdue the ardour of 
the advocates of the Five-Year Plan. The mounting un¬ 
employment and economic depression are realities too striking 
to be missed. Even among the ardent propagandists of the 
Plan the realisation is growing that we are far from nearing 
a new millenium. 

Nonetheless, India’s First Five-Year Plan requires to be 
studied in detail. Its basic assumptions and objectives require 
a careful analyis if only to clear the ground for a planning 
effort worthy of our great people. Critics of the Plan have 
generally devoted themselves to cerain aspects, leaving its 
basic assumptions and framework unchallenged. But the 
point is how far the Plan pulls down the edifice of the old 
order established by the British—the order which decreed 
poverty and impoverishment for our people—and sets free the 
productive forces of our country. Without this there can be 
no real planning. The following pages examine the Plan in 
the background of the economic order bequeathed to us by the 
British. 


Bombay, 

October 24. 1953. 


B. T. Ranadive 



Chapter I 


THE PLAN IN CONCRETE 


THE Five-Year Plan involves an outlay of Rs. 2,069 crores 
by public authorities over the period of five years between 
1951 to 1956. 

In addition to the public sector, there is investment in 
the private industrial sector which also is a part of the Plan. 

The total investment in industries in the public and 
private sectors is calculated to be Rs. 707 crores. This in¬ 
cludes replacement, working capital, together with new in¬ 
vestment on fixed capital. Deducting from this the sum of 
Rs. 94 crores which the public sector plans to spend on indus¬ 
tries, we get Rs. 613 crores^ as additional investment in indus¬ 
tries. The total investment programme thus amounts to 
Rs. 2,069 plus 613 — 2,682 crores oi rupees,^ 


1. The First Five-Year Plan, p. 436. 

2. “This is exclusive of the finance that might be allotted 
for industries out of the lump sum provision of Rs. 50 crores 
for basic industries and transport referred to in Chapter IV. In 
the last years of the period of the Plan it is proposed to provide^ 
for a project for the manufacture of heavy electrical plant and 
equipment out of the lump sum provision. This figure of Rs. 94 
crores differs from the estimates of expenditure on industry 
in the public sector given in Chapter IV since it has been pre¬ 
pared on a different basis and certain items, e.g., expenditure on 
small-scale and cottage industries and finance for the establish¬ 
ment of Industrial Finance Corporations and trading estates has 
not been included.”—^footnote p. 428. This should serve to re¬ 
move the apparent discrepancy between the figure for expen¬ 
diture on industry quoted here and that given in Table 2. 

FI 
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The total outlay of Rs. 2,069 crores in the public sector will 
be divided as follows between the Central Government and the 
States ; 

Table 1 


BREAK-DOWN OF TOTAL OUTLAY IN THE 
PUBLIC SECTOR 


Central Government 
(including Railways.) 

States — Part A 
Part B 
Part C 

Jammu and Kashmir 


Rs. 1,241 crores. 

610 

173 

32 

13 „ 


TOTAL Rs. 2,069 crores. 


(The First Five-Year Plan, p. 72.) 

Thus 60 per cent of the total outlay will be borne by the 
Central Government while the States will contribute the 
remaining 40 per cent. 

The distribution of expenditure in the public sector will 
be as follows : 

Table 2 

DISTRIBUTION OF EXPENDITURE IN THE 
PUBLIC SECTOR 



Rs. 

Per cent 

Crores. 

of total 

Agriculture & Community Development 

361 

17.5 

Irrigation 

Multi-purpose irrigation and Power 

168 

8.1 

projects 

266 

12.9 

Power 

127 

6.1 

Transport & Communications 

497 

24.0 

Industry 

173 

8.4 

Social Services 

340 

16.4 

Rehabilitation 

85 

4.1 

Others 

52 

2.5 

TOTAL 

2,069 

100.0 


(Ibid, p. 70.) 

It will be seen from the above that the biggest single 
item of investment is Transport and Communications which 
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take away nearly one-fourth of the total investment. The 
investment on Multi-Purpose Irrigation and Power Projects 
which are paraded as the harbinger of a new millenium is 
only half that on Transport which consists mainly of the Rail- 
wa 3 ^s. The planners boast that theirs is a plan with a special 
emphasis on agriculture. Yet the direct investment on agri¬ 
culture is only 17.5 per cent as compared with 24 per cent 
on Transport. Agriculture and Irrigation combined slightly 
exceed the expenditure on Transport. 

The striking thing about this outlay in the public sector 
is the low percentage of investment in industry. While trans¬ 
port takes away 24.0 per cent and agriculture and irrigation 
25.6 per cent, industry is assigned only 8.4 per cent. 

The British deliberately kept India industrially backward. 
The 3 " used their political power to Jiamper the growth of In¬ 
dian industries and ruin Indian concerns. To overcome Indians 
industrial backwardness has been the promise of all political 
parties, including the National Congress. 

And yet the first freedom Government under the Con¬ 
gress rule follows imperialist traditions in that it intends to 
spend more on transport than on industry; it plans to spend 
less than 10 per cent on industry under the plea of developing 
agriculture. 

This so-called emphasis on agriculture is not born out of 
any solicitude for the Indian peasant; it is the price which the 
Government of India and its planners have to pay for placating 
the imperialist gods who hold the strings of the purse. The 
British who hold our sterling balances and on whom we rely 
for further investment in our country; the Americans whom 
we are entreating to aid us; the international agencies like 
the International Bank of Reconstruction (an American con¬ 
cern)—all have to be propitiated to secure the external re¬ 
sources necessary for the Plan. 

The imperialists and their agencies do not lend except 
on good security, and security for them means security of 
their investments and of their markets. They would not have 
countenanced any plan which would end India’s dependence 
on them and affect the huge imports of foreign manufactures 
into India. 
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The Indian planners had to pay the price for their reliance 
on the imperialists which masquerades as emphasis on agri¬ 
culture. But for this reliance, it would have been possible 
to spend enough on agriculture, more than the sum planned, 
without cutting down the investment in industry to the ridi¬ 
culously low level of 8 per cent. 

No one can say that Indian agriculture does not require 
large sums to be spent on it; but agriculture cannot be made 
an excuse to perpetuate industrial backwardness and depend¬ 
ence on foreign imperialists as the planners have done. 

The following table gives the estimated targets of pro¬ 
duction set by the Planning Commission for the different sec¬ 
tors of economy, both public and private. These are the plan¬ 
ned objectives of the Commission which are expected to be 
realised with the aid of an investment outlay of more than 
Rs. 2,600 crores. 


Table 3 

TARGETS OF THE FIVE-YEAR PLAN 


A. Agriculture,. Irrigation and Power 



1950-51 

1955-56 

Agriculture : 



Foodgrains (million tons) 

52.7 

61.6 

Cotton (lakh bales) 

29.7 

42.2 

Jute 

33.0 

53.9 

Sugarcane (million tons) 

5.6 

6.3 

Oilseeds „ „ 

5.1 

5.5 

Irrigation and Power : 



Major irrigation (million acres) 1 
Minor irrigation „ „ j 

Electrical Energy (installed 

50.0 

69.7 



capacity in Million KWs) 

2.3 

3.5 

B. Public and Private 

Industries 

Iron & Steel : 



Pig Iron available for 



foundries (lakh tons) 

3.5 

6.6 

Finished Steel 

9.8 

13.7 

Cement (lakh tons) 

26.9 

48.0 

Aluminium (thousand tons) 

Fertilisers : ( „ „ ) 

3.7 

12.0 

Ammonium Sulphate 

46.3 

450.0 

Superphosphate 

55.1 

180.0 
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1950-51 

1955-1 

Locomotives (Nos.) 

— 

150.0 

Machine tools—(Nos. in thousands) 

1.1 

4.6 

Petroleum Refining : 

Liquid Petroleum (million gallons) 

N.A. 

403.0 

Bitumen (thousand tons) 

N.A. 

37.5 

Cotton Manufacture : 

.Yarn (million lbs.) 

1179 

1640 

Mill cloth (million yards) 

3718 

1700 

Handloom „ 

810 

1700 

Jute Manufacture (thousand tons) 

892 

1200 

Agricultural Machinery : 

Pumps power-driven (thousands) 

34.3 

85.0 

Diesel Engines (thousands) 

5.5 

50.0 

Bicycles (thousands) 

101.0 

530.0 

Power Alcohol (million gallons) 

4.7 

18.0 

C. TranspDTt 

Transport : 


- 

Shipping (Tonnage) 

Coastal (G.R.T. thousands) 

211.0 

315.0 

Overseas ,, „ 

173.5 

283.0 

Roads — National Highways 

(thousand miles) 

11.9 

12.5 

State Roads (thousand miles) 

17.6 

20.6 

D. Education and j 

Health 


Education* : 

Pupils in primary schools — lakhs 

151.1 

187.9 

„ Junior Basic schools „ 

29.0 

52.8 

,, Secondary schools „ 

43.9 

57.8 

Industrial schools—^thousands 

14.8 

21.8 

Other technical & vocational 

training schools—thousands 

26.7 

43.6 

Health : 

Hospitals—beds in thousands 

106.5 

117.2 

Dispensaries—Urban (number) 1358 

1615 

—Rural „ 5229 

5840 


These estimates do not cover (except in respect of industrial 
schools) Hyderabad, Rajasthan, Ajmer, and Vindhya Pradesh. 
In some cases, data for a few States (e.g. Uttar Pradesh in res- 
pdct of primary schools and Madhya Pradesh in the case of 
junior basic and secondary schools) are also not covered in 
these estimates. 
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E, Development Institutions 



1950-51 

1955-! 

Panchayats (thousands) 

55.1 

69.1 

Co-operative Societies* 



Credit (thousands) 

67.8 

112.5 

Sale & Marketing (thousands) 

14.7 

20.7 

Multi-Purpose (thousands) 

31.5 

40.5 

Lift Irrigation (Nos.) 

192.0 

514.0 

Co-operative Farming (Nos.) 

352.0 

975.0 

Others (thousands) 

27.3 

35.8 

Total (thousands) 

161.9 

211.1 


* The cslimatcs here exclude data for Punjab, Orissa, Hyderabad, 
PEPSU, and most of the Part C Statds. 


Assessment of the Objectwes 

What contribution will this increase in production make 
to our standard of living ? According to the authors of the 
Plan, India’s national income will increase from Rs. 9,000 crores 
in 1950-51 to Rs. 10,000 crores in 1955-56, i.e., by about 11 per 
cent. More than half of this increase of 11 per cent will be 
swallowed by the increase in population which will have 
grown by slightly more than 61 per cent in these five years. 
The planners assume that the annual rale of increase will be 
1:5 per cent. Thus more than 50 per cent of the additional in¬ 
come will go t() maintain the present miserable standard of 
living for the additional population. There will be thus only 
a net addition of 5 per cent to the national income io support 
either an increased standard of living or increased capital for¬ 
mation. Plow docs this addition stand in comparison with the 
past ? 

According to an estimate of the Commission, the national 
income for 1948-49 in terms of 1948-49 prices was Rs. 8,700 
crores. National income for 1955-56 in terms of the same 
prices is estimated to be Rs. 10,000 crores. 

According to the United Nations Economic Survey of 
Asia and the Far East, 1950, real national and per capita in¬ 
comes declined, in 1948-49 as compared with 1931-32, by one 
per cent and 16 per cent respectively. 
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The Economic Survey gives the following figures of nt\- 
tional and per capita incomes at constant prices. 


Table 4 


INDIA’S NATIONAL & PER CAPITA INCOMES AT 
CONSTANT PRICES 


Year National Income Per capita income 


in mill, rupecj^ in rupees 

1931-32 17,120 83 

1945- 46 18,530 77 

1946- 47 18,295 75 

1948-49 16,958 70 


Population in 
thousands 
206,000 
242,000 
244,000 
246,000 


* These estimates refer to Indian provinces as they stood before 
partition and exclude former Indian States. Tlic estimates are 
deflated to 1938-39 prices by means of the general wholesale 
prices index for India. 


(Economic Survey of Asia and the Far East UNO, 1950, p. 113.) 


It will be .seen from the above lltat even if the Plan suc¬ 
ceeds in raising the national income by nearly 15 per cent 
above the 1948-49 level, it will not restore the IG per cent fall 
in per capita income since 1931-32. 

Making full allowimce for the fact that the estimates for 
the earlier years refer only to the Indian Union provinces and 
do not include the former Indian States, one can easily see 
that after the implementation of the Five-Year Plan, Indian per 
capita income will be below that of 1931-32. 

This, then, is the grand achievement expected by the free¬ 
dom planners, led by Shri Nehru. The Five-Year Plan which 
is advertised as the beginning of a new millenium will not 
guarantee the per capita income that obtained in 1931-32 under 
the direct rule of the British imperialists. Let us further re¬ 
member that the year 1931-32 was a year of crisis. The world 
crisis of 1930 was not yet over. Industry and agriculture in 
India 'had reached very low levels. But the Nehru planners, 
with all their planning and investment of crores of rupees, do 
not hope to attain, much less exceed, the per capita income 
of those crisis-ridden years. The Five-Year Plan at best re¬ 
duces itself to restoring somewhat the fall in the per capita 
income which has been falling precipitously during recent 



INDIA’S FIVE-YKAR PLAN 


H 

years. It is at best a desperate attempt to approach the per 
capita income of pre-war years. 

To atteJTipi only to reach the standard of misery imposed 
by the British imperialists in pre-war days, a standard against 
which the entire nation revolted, and to call it planning—^and 
democratic planning at that—is to make a mockery of plan¬ 
ning; it opens the planners to the charge of cheating the people 
by dangling big sums before them. 

The Five-Year Plan can, therefore, be characterised as 
a scheme of governmental expenditure, partially to reha¬ 
bilitate the miserable pre-war standards of the Indian people. 



Chapter II 


THE PROGRAMME FOR AGRICULTURAL 
DEVELOPMENT 


Production of Foodgrains 

INDIA’S chronic poverty expresses itself in the low food con¬ 
sumption of her people. The progressive deterioration in her 
agriculture and the growing incapacity of the people to main¬ 
tain the old standards of consumption are reflected in imports 
of food from abroad and high food prices at home, accompa¬ 
nied by famine conditions over large tracts of the country. 

A Plan which boasts of its emphasis on agriculture must 
at least distinguish itself by guaranteeing growing production 
and consumption of food, consistent with the minimum de¬ 
mands of nutritional standards. What has the Plan to offer 
us in this respect? 

The Planning Commission gives the following table to show 
the additional requirements of cereals in 1955-56. 

Table 5 

ESTIMATED POPULATION AND 
ADDITIONAL REQUIREMENTS OF CEREALS IN 1956 



Year 

Millions 

Estimated Population 

1950 

353.05 

ft «* 

1956 

377.60 

Estimated Adult Equivalent Population 
at 86 per cent 

1.950 

303.62 

>> »» »» >» 

1956 

324.74 

Production of cereals in 1949-50 (million tons) 

45.13* 


* As corrected on the basis of random sample surveys. 
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Quantity available for consumption in 1950 from 
internal supplies allowing for seed, etc. 
at —(million tons) 39,49 

Quantity available for consumption including 
imports and ofT-take from carry-over stocks 
—(million tons) 42.40 

Availability per adult per day in 1950 (ounces) 13.71 

Requirements for consumption including seeds, 
etc., in 1956—(million tons) 

(a) On tlie basis of 13.71 ozs. per adult per day 51.82 

(b) On the basis of 14 ozs. per adult per day 52.01 

Deficit compared to production at the 1950 level 

—(million tons) 

(a) On the basis of 13.71 ozs. per adult per day 6.69 

(b) On the basis of 14 ozs. per adult per day 7.78 


(The First Five-Year Plan, pp. 157-158) 

It will be seen that a minimum additional production of 
6.69 million tons of cereals will be required by 1955-56 to 
maintain the consumption obtaining in 1950-51. 

How much does the Plan propose to produce ? Accord¬ 
ing to the planned target foodgrains production is to increase 
from 52.7 million tons in 1950-51 to 61.6 million tons in 1955-56. 
This is an increase of 14 per cent over the figure of 1949-50 
whicli was taken as the basis for fixing targets. In that year 
foodgrains production was 54 million tons, 1.3 million tons 
more than in 1950-51. 

Here is an increase of 14 per cent in foodgrains promised 
by the planners. A. break-up of the net addition of 7.6 mil¬ 
lion tons shows that it will roughly comprise about 4 million 
tons of rice, 2 mi lion tons of wheat, one million tons of grain 
and pulses and 0.5 million tons of millets. 

The net addition in cereals, including millets, will be thus 
exactly 6.5 million tons, which, as has been shown in the table 
above, is required to maintain the per capita availability of 
1950-51. Thus after spending hundreds of crores of rupees 
on agriculture, all that is promised is consumption of cereals at 
the level of 1950-51. No one remembers the year 1950-51 as a 
particularly plentiful year for cereals. On the other hand, it was 
a year in which the people suffered from privations, shortages, 
high prices, and the country had to import huge quantities of 
grain. To promise the per capita availability in cereals ob- 
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taining in that year shows nothing but the bankruptcy of the 
planners. It tells the people quite frankly that howsoever 
enthusiastically they strive for the fulfilment of the Plan, they 
will be as short of the major article of food as they were in 
1950-51. 


Other Grains 

As regards pulses and gram, the Commission makes the 
following observation : 

“The position regarding availability of pulses is no bet¬ 
ter. The production of gram and other pulses during 
1950-51 is estimated at 8.4 million tons. After allowing 
for stock-feeding and seed, etc. at about 20 per cent of (he 
production the net quantity available for human consump¬ 
tion may be estimated at 6.7 million tons. This mear\-s an 
availability of 2.1 ounces per adult per day as against 2 
ounces recommended by the Nutrition Advisory Commit¬ 
tee for a balanced diet. At the level of 1951 availability 
the additional requirements of the increased population 
during 1955-56 will be 0.5 million tons and to obtain the 
nutritional standards the additional requirements will be 
4 million tons.” (The First Five-Year Plan, p. 158.) 

The planners estimate that out of the planned additional 
increase of 7.6 million tons in foodgrains, pulses and gram will 
contribute one million tons. Thi.s estimate, if realised, will 
give a surplus of 0.5 million tons in pulses after meeting the 
requirements of the increased population at the level of 1951 
availability. There will be some easing of the position in com • 
parison with 1951. At the same time, we will be 2 million tons 
short of the requirements of minimum nutritional standards. 
Such is the prospect of abundance promised by the First I'ive- 
Year Plan ! 


Plan and the Pre-vmr Standard 


According to the Nutrition Advisory Committee, during 
the period 1934-38, the per capita availability of cereals in 
India was 16.3 oz. per adult per day. If this figure is correct, 



12 


INDIA'S FIVE-YEAR PLAN 


it means that after five years of national planning the per ca¬ 
pita availability will be 16 per cent less than in 1933, the pre¬ 
war standard of misery. No wonder the Nehru planners are 
shy of comparing their targets with the pre-war achievements 
of British imporialism. 

Thus in the vital matter of food, the Commission holds out 
a grim prospect before the people. After asking the people 
to bear huge taxation burdens and wait for five yeai’s, after 
spending more than Rs. 500 crores on agriculture and irriga¬ 
tion, the Commission promises that they will have 16 per cent 
less cereals than under the British rule, when the majority 
missed every third meal. 

How does the target of the Planning Commission stand in 
relation to the demand of nutritional standards? According to 
the Nutrition Advisory Committee, in an all-cereals diet the ce¬ 
reals consumption should be 15.4 oz., and according to Dr. Ayk¬ 
royd it should be 16.8 oz., while the planners assure us only 
13.71 oz. in ip55-56. The food deficit on the basis of the Nutri¬ 
tion Advisory Committee’s standard will be nearly 12 million 
tons, while on the basis of pre-war availability or Dr. Aykroyd’s 
standard the deficit will be more than 15 million tons, instead 
of the 7.8 million tons as estimated by the Planning Commis¬ 
sion. With the Planning Commission’s plan being successful, 
we will'be 8 million tons short of reaching the pre-war avail¬ 
ability. 

The Commission estimates that to satisfy the demands of 
nutritional standards, the additional quantity of cereals requi¬ 
red will be 7.8 million tons (P. 158). This estimate takes 
14 oz. of cereals per adult per day as sufficient to meet the 
nutritional requirements. This will be correct only if a 
balanced diet is available to the majority of the population. 
Fourteen ounces of cereals are regarded as sufficient only if 
other nutritious articles form part of the diet. As there is 
not much prospect for this in the immediate future, the stand¬ 
ard laid down by Dr. Aykroyd or that set by the Nutrition 
Advisory Committee for an all cereals diet must be accepted. 
On this basis the deficit will be as big as the figure given m 
the previous paragraph. 

The Commission itself produces evidence to show that we 
are far from approaching anywhere near a balanced diet. 
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“The present availability of fruits and vegetables is 
estimated at 1.5 and 1.3 ounces per adult per day respec¬ 
tively. The requirements of a balanced diet are, on the 
other hand, estimated at 3 ounces of fruits and 10 ounces of 
vegetables. The availability of milk is estimated at 5.5 
ounces per adult per day as against the nutritional require¬ 
ments of 10 ounces. Similar figures for fish are 0.2 and 
1.3 ounces. Little information is available regarding the 
availability of meat and eggs; it is however known to be 
very low. Generally speaking, there is throughout the 
country too great dependence on foodgrains, and insudi- 
cient consumption of protective foods.” 

(The First Five-Year Plan, p. 158.) 

The Plan does not claim to add much to the production of 
protective foods. A balanced diet is therefore only a very 
distant dream. It is therefore wrong to take 14 oz. of cereals 
per adult per day as satisfying nutritional requirements. 

However, even if we tentatively accept the figures of the 
Commission, we will be short of cereals by more than one mil¬ 
lion tons by the end of the Plan. The shortage in pulses on 
the same calculation will be 3 million tons. If we further 
note that the per capita availability does not mean that every 
adult really consumes this much quantity, for, the overwhelm¬ 
ing majority consumes much less, while a small minority con¬ 
sumes more, the full meaning of this shortage will be clear to 
us. After the fulfilment of the Plan the overwhelming majo¬ 
rity will not get the 13.71 oz. of cereals that will be available 
on an average. 


Imports of Food 

The per capita availability for 1955-56, it may be argued, is 
calculated exclusively on the strength of domestic production. 
Imports of food from abroad do not come into the picture. 
The Planning Commission itself claims that by 1955-56 the 
gap, i.e. the deficit revealed by imports of food from abroad, 
will be largely met, though during the years of the Plan pro¬ 
vision has been made for an annual import of 3 million tons. 

It is true that India has been paying crores of rupees for 
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imports of food. The following table gives these imports since 
1946. 


Table 6 

IMPORTS OF FOOD GRAINS (1946-52) 


Year 

In million 


tons 

1946 

2.25 

1947 

2.33 

1948 

2.84 

1949 

3.71 

1950 

2.13 

1951 

4.72 

1952 

3.90 


The.sc imports cost us as follows : 


Tabic 7 

TOTAL COSTS OF FOOD IMPORTS 


Year 

Rs. Crores 

1947 

93.99 

1948 

129.72 

1949 

144.60 

1950 

80.60 

1951 

216.00 


While it is true that wc have to pay largo sums for our 
imports, are they really large in comparison with the volume of 
our total production? Can making ourselves independent of 
them, in itself, be considered a big achievement? 

The Planning Commission estimates the “deficit” as 
revealed by imports as follows : 

“Average net absorption [of imported food] for these 
years works out at 3 million tons, the minimum being 2.4 
million tons in 1948, and the maximum being 4.1 million 

tons in 1951.The ‘deficit’ in food grains works out 

roughly at 6 to 7 per cent of production as judged from 
official figures. In view of the possibilities of these figures 
. being underestimates, the actual deficit might be lower, 
say, 5 p.c. of the total production.” (P. 176.) 
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Any Plan Vx'^orth the name, and besides one with an empha¬ 
sis on agriculture, should certainly be able to meet this pal¬ 
try “deficit” in five years and at the same time ensure a much 
higher food consumption by the people. I he retent ion of the 
privation standards of 1950-51 cannot be justified by saying 
that we are first getting free of foreign imports. If the pro¬ 
ductive forces of Indian agriculture arc fully unleashed, India 
will not only get rid of foreign imports of food, not only meet 
the requirements of her growing population, but will ensure 
a much higher food consumption for her people. 

The gap appears big only if we take for granted that the 
deterioration of our agriculture must continue. It is nothing 
but paltry when we think in terms of planning and of the great 
scope for immediate increase in the productivity of agriculture 
in our country. 

However, w^hile promising us nothing but the 1950-51 ra¬ 
tions, does the Planning Commission guarantee that we will be 
free from foreign imports? This guarantee also is not forth¬ 
coming. Though the Planning Commission claims that after 
the achievements of the food targets, the deficiency in food- 
grains will have been largely met, at the same time, it observes: 

“The effect of the Plan on imports is more difficult to 
specify commodity-wise ... It is difficult, in particular, to 
forecast the precise requirements by way of food imports 
by the end of the Plan as they will have to be adjusted 
from time to time to the level of investment outlay in the 
country and the pre.ssure it tends to generate. Provision¬ 
ally it has been assumed that about 3 million tons of food- 
grains would have to be imported every year.” 

(P. 459.) 

Sugarcane and Sugar 

The Plan estimates the following increases in sugarcane 
and oilseeds production: 

1950-51 1955-56 

Sugarcane (million tons) 5.6 6.3 

Oilseeds (million tons) 5.1 5.5 

The increase in sugarcane and oilseeds is estimated at 
about 13 per cent and 8 per cent respectively. 
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Will the 13 per cent increase in sugarcane mean any relief 
to the overwhelming majority of the people? This increase does 
not fully make up for the fall in availability of sugar between 
1934-38 and 1949-50 when sugar supplies available per person 
fell by 10 per cent. The Economic Surt>ey of Asia and the 
Far East (1950) gives the following figures : 

Table 8 

PER CAPITA PER ANNUM AVAILABILITY OF SUGAR 
(In kilograms) 

1934-38* 

1948- 49 

1949- 50 

* Includes Pakistan for 1934-38. 

Taking into account the estimated increase of over 6 per 
cent in population, it will be obvious that an increase in sugar 
production of 13 per cent will not restore even the pre-war 
level. 

How miserable was the level of consumption in 1950-51 
can be seen from the following : 

“Production of sugarcane during 1950-51 stood at 5.62 
million (gur) tons and net availability for human con¬ 
sumption at 1.62 ounces per adult per day as against the 
requirements of 2 ounces for a balanced diet. To raise 
consumption to this level during 1955-56, the additional 
quantity required is 2.2 million tons.” 

(The First Five-Year Plan, p. 159.) 

We will thus be short of sugarcane by 1.5 million (gur) 
tons if the minimum standards of nutrition are to be taken 
into account. 

An ironical development has taken place in connection with 
sugar production. Last year sugar production reached 14,97 
lakh tons, coming very near the figure for refined sugar aimed 
at by the Plan. Immediately there was a glut in the market; 
the Government hurried to help exports of sugar and inter¬ 
vened to support sugar prices and prevent them from tumbling 


14.1* 

13.0 

12.6 

(P. 201) 
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down. And now in the third year of the Plan sugar produc¬ 
tion has fallen again. 

On April 23, the Union Agriculture Minister, Shri Punjab- 
rao Deshmukh, in a written reply to Shri K. P. Sinha, said in 
the House of the People during the question hour that the 
production of sugar during the current season was estimated 
at about 13 lakh tons as against 14.97 lakh tons during 1951-52 
season and 11.16 lakh tons in 1950-51. 

The reasons given for this rise and fall are very character¬ 
istic of the efficiency of planning. 

‘‘The 1951-52 season,*’ said Shri Deshmukh, “was 
however abnormal, as due to bumper crop and low prices 
of gur there was considerable diversion of the cane from 
gur to sugar manufacture. Excluding the 1951-52 figures, 
production during the current season was more than in 
any of the eight preceding seasons.” 

Shri Deshmukh added that 

“among the reasons for the fall in the production of sugar 
were the decrease in the area under cane, diversion of cane 
in the factory zones to gur production centres owing to the 
relatively high prices of gur, the number of sugar factories 
working in the current season having fallen to 134 as 
against 141 in the previous season and the starting of 
crushing operations by the factories late by three weeks.” 

It is thus not the planners and their Plan that are deter¬ 
mining production but prices and the profit motive of the sugar 
manufacturers. While the planners demand increased pro¬ 
duction, the manufacturers restrict it by operating the factories 
late by three weeks, and this happens in the third year of the 
Plan! 

Thus the paltry objectives set before themselves by the 
planners may be upset by the play of prices and other econo¬ 
mic currents, which it is precisely the aim of planning to 
control. 

Oil and Oilseeds 

The production of oil and oilseeds is to increase, according 
to the Plan, from 5.1 million tons to 5.6 million tons, an in- 

F2 
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crease of 8 per cent. The proportion of fat in the Indian diet 
is very low and oil is almost the only source for a big majority 
of our people. Is this deficiency rectified by the Five-Year 
Plan? Is consumption of oil brought anywhere near the mi¬ 
nimum required by standards of nutrition ? The following 
testimony offered by the Commission is eloquent. 

“Production of the five major oilseeds for 1950-51 has 
been estimated at 5.1 million tons and the net availability 
in terms of oils at about l.t>9 million tons (including im¬ 
ports of 28 thousand tons of copra and cocoanut oil and 
allowing for exports of 168 thousand tons); of this 118 
thousand tons were utilised for the manufacture of soaps, 
paints and varnishes and as lubricants and the net quan¬ 
tity available for human consumption was thus 1.57 mil¬ 
lion tons of oil. This marks an increase of about 35 per 
cent over the pre-war triennium. Even so the availability 
per adult per day stands at 0.5 oz. only. The other im¬ 
portant source of fat in the Indian diet is ghee, and the 
per capita availability of ghee works out at no more than 
0.1 oz. per day. Including all the sources the per capita 
availability of oils and fats is far below what is considered 
necessary for nutrition.” (P. 159). 

By raising oil production only by 8 per cent in five years, 
during which the population is expected to grow by more than 
6 per cent, the Planning Commission can at best maintain the 
present miserable standard of consumption. 

Cotton and Jute 

The production of cotton is expected to increase from 29.7 
lakh bales of 392 lb. net each in 1950-51 to 42.2 lakh bales in 
1955-56, an increase of nearly 48 per cent. The requirements 
for 1955-56 will be 53 lakh bales, leaving a gap of 11 lakh bales 
to be jilled in by imports. 

Production of raw jute is expected to increase from 33 
lakh bales in 1950-51 to 53.9 lakh bales in 1955-56. The require¬ 
ments for 1955-56 are expected to be 72 lakh bales, indicating 
a gap of 18 lakh bales between home production and the needs. 
The increase in cotton and jute crops is undertaken to do 
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away with the excessive dependence on foreign sources for 
these vital materials. Partition of India which cut off large 
tracts of cotton-growing areas and the major part of the jute¬ 
growing area from the Indian Union, placed two of India’s 
major industries at the mercy of foreign imperialist manipula¬ 
tors and their agents who control the cotton and jute trade in 
Pakistan. 

The object is no doubt laudable, and it would appear that 
in the very first year of the Plan, production of jute has shot 
up, covering more than two-thirds of the increase planned to 
take place in the five years of the Plan. 

“As a result of the driv^e for expansion of raw jute 
production, which included measures like intensive cultiva¬ 
tion of existing areas, utilisation of fallow and double-crop¬ 
ped lands and some diversion of land from other crops to 
jute, the production of jute increased from 33.01 lakh bales 
in 1950-51 to 46.78 lakh bales in 1951-52.” (Report on Cur¬ 
rency and Finance^ Reserve Bank of India, 1951-52, p. 39). 

The increase of nearly 14 lakh bales in one year may ap¬ 
pear spectacular and the planners may readily claim credit for 
it. But it does not represent unqualified success as is clear 
from the following passage from the speech of the President of 
the Indian Jute Mills Association to its annual gathering. 

“Superficially the results of the ‘Grow-More-Jute 
Campaign’ in India have exceeded expectations. Accord¬ 
ing to the official figures there has been an increase of 
14 lakh bales in the present year over the figure of 33 lakh 
bales in 1950-51, but it is now apparent as a result of the 
investigations carried out by the Association and by the 
trade that a good deal of the increase has come from areas 
where soil condition, rainfall and water supplies available 
for retting led to the cultivation of jute low in yield and 
unsatisfactory in quality.” 

So this is how the shortage in jute was made up in the first 
year of the Plan. The major role here seems to have been 
played by the abnormally high price for jute obtaining in 
1951-52. “But it is also painfully clear that in many areas 
where jute production has been expanded, yields are so low 



20 


INDIA’S FIVE-YEAR PLAN 


and quality so poor that only abnormal prices and acute scar¬ 
city will justify its cultivation.” A very important comment 
on the increased jute production in the first year of the Plan. 

Jute-Grower Ruined 

There was no further increase in jute production in the se¬ 
cond year of the Plan. What is the position in the third year 
when the Plan should have gathered a new momentum? The 
price of raw jute fell so much that government price support 
was being demanded in the interest of the jute-grower. In 
the Parliament, government pleaded helplessness to do any¬ 
thing to save the jute-grower whom it had encouraged to pro¬ 
duce more jute. The Commerce Minister, Mr. T. T. Krishna- 
machari, stated that the steady decline in raw jute prices was 
essentially a result of the slump in the prices of manufactured 
goods. 

“The effect of sacking prices on Indian jute is very 
marked because we produce largely Bottoms, Cross Bot¬ 
toms, and jute substitutes like bimli and mesta. The 
lower quality jute goes more to the sacking part of the 
jute industry than to the hessian side. The question has 
been raised about the price support for jute, both in order 
to reduce stocks and to encourage the production of jute 
next year. Assuming that the Government is prepared to 
accept the risks that go with any scheme of price support,, 
it might well lead to losses in terms of crores of rupees. 
Even then the price that could be fixed would only be at 
a low level. If we fix the price for bottoms at Rs. 17-8 a 
maund delivered at a railway station, so as to work out 
to about Rs. 20 in Calcutta, it might not be very satisfac¬ 
tory to the people concerned. But more than that we 
cannot give in view of the fact that the price has ultimately 
to depend on the prices obtained for manufactured goods. 
I do agree that the price of manufactured goods is low. 
We can afford, on the basis of outside competition, to .sell 
our hessian at Rs. 48 per 100 yards. The depression that 
has come is largely because of the operation of the fatka 
market in Calcutta, but in spite of the measures we have 
taken, prices have not gone up because of the lack of vi- 
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tality in the trade. We cannot be too cautious in the mat¬ 
ter of price support, even though the risks of not affording 
price support in regard to future cultivation of jute are 
perhaps obvious.” 

Thus, in the third year of the Plan, the planners are again 
beaten by prices, industrial depression and what not, to control 
which is a basic task of all planning. The government cannot 
afford any price support to jute because it does not know how 
far prices will collapse. It refuses to do this even when it 
knows that there is an obvious danger to the future cultivation 
of jute, upsetting all calculations of the Plan. The jute- 
grower, who produced increased quantities of jute as demand¬ 
ed by the Plan, is being penalised and ruined. It now appears 
that the planning body cannot take credit even for the increase 
in 1951-52, for it was the result of the phenomenal price of jute 
goods due to temporary boom conditions. 

That the jute-grower is being made the scapegoat by big 
business because of the government’s failure to intervene is 
clear from the fact that between January and April 1953, 
the price of raw jute has fallen much more than that of sack¬ 
ing or hessian as the following table shows. 


Table 9 

TREND OF JUTE PRICES (Jan.-April, 1953) 



Sacking 

Hessian 

Raw Jute 


(B Twills) 

(40’^ 10 oz.) 

(Ordinary 


per 100 

per 100 

Assam) 


bags 

yards 

per maund 

Jan. 1953 

Rs. 94-8 

Rs. 42-10 

Rs. 24 

Apr. 1953 

Rs. 85-8 

Rs. 38-10 

Rs. 17-8 

A fall of 

Rs. 9 

Rs. 4 

Rs. 6-8 

or 

Rs. 90 ) 

Rs. 143 ) 

Rs. 182 ) 

>1 •* 

per ton) 

per ton) 

per ton) 


(Capital, April 9, p. 485.) 


And we get the following unplanned result in the third 
year of planning: 

“The present low trend in raw jute prices is already 
making itself felt in the new crop sowing both in India and 
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Pakistan. Latest crop reports from Pakistan indicate 
that lowland sowings have been completed in all districts 
but amount to half of what they were last year on the 
eastern side and only one-third on the western side.... 
in India where no restrictions are imposed the same tale 
is told in most areas. This is most noticeable in the 
Dhubri and Kharupetia districts where sowings to date 
are about 2 annas down on the last year at this time. This 
falling off is expected to increase as sowings proceed and 
it is confidently predicted that the crop may be down by 
as much as 25 per cent. This state of affairs is almost 
inevitable in a falling market, but the effect of the short 
crop will not make itself felt until the 1953-54 jute year, 
that is, about a year from now.” (Capital, p. 485.) 


Fall in Jute Production 

Whether the estimate of 25 per cent reduction is correct or 
exaggerated, a considerable shrinkage in crop seems to be on 
the order of the day. If the estimate proves to be correct, we 
will be where we were in 1950-51. Economic depression has 
thus called into question the jute production targets of the 
Commission. The price of raw jute will not rise and conse¬ 
quently there will not be any incentive to increased produc¬ 
tion, until there is a larger demand for our jute manufactures 
abroad. And the Planning Commission is not in a position to 
increase this demand. 

The planners admit that the production targets for jute 
and cotton in the Five-Year Plan are dependent on the conti¬ 
nuance of the abnormal situation in 1951 when prices of indus¬ 
trial raw materials had risen to giddy heights. 

“Production targets for commercial crops which were 
worked out in the summer of 1951 and were reassessed 
early this year assume the continuance, broadly speak¬ 
ing, of the structure of relative prices between food grains 
and other crops which prevailed at the time.” 


(The First Five-Year Plan- p. 213.) 
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This relative price situation as it obtained at the time is 
reflected in the following table. 

Table 10 

PRICE INDICES OF COMMERCIAL CROPS 
(Year ended August 1939 — 100) 



Pre-deva¬ 

March 31, 

Post-Ko¬ 

Jan. 26. 


luation 

1951 

rean peak 

1952 


Sept. 17, 


April 14, 



1949 


1951 


Food Articles 

392.6 

414.1 

414.3 

392.3 

Cotton Raw 

412 

491 

491 

.504 

Jute Raw 

474 

1026 

1400 

811 


It will be thus seen that the Commission presumes the ab¬ 
normal relationship betvveen prices of food and commercial 
crops as a necessary condition to fulfil its targets with regard 
to the latter. But now that prices are falling and especially 
those of raw jute, etc., have gone down, the fulfilment of these 
targets has been called into question. Obviously the Com¬ 
mission cannot control the fall in the prices of jute, etc. be¬ 
cause these prices are dictated by world conditions; nor can 
it maintain the old relative structure of prices by lowering 
the food prices in this country, because its food targets hardly 
meet the demands of a growing population, with practically no 
room for reduction in prices proportionate to that in jute. 

Anarchy in Planning 

The type of planning that we are having is once more il¬ 
lustrated in the case of tea. The Planning Commission has 
not fixed any target for additional tea production, yet it has 
mentioned with approval the increase in production of 
tea that took place in recent years. Tea plantations are a 
source of employment to lakhs of people (the combined tea, 
coffee and rubber plantations employ more than one million 
families). Tea alone earns about Rs. 78 crores of foreign ex¬ 
change. A valuable commodity indeed, since lot of foreign 
exchange will be needed if the plans of the Planning Commis¬ 
sion are to materialise. 

What is the position of tea production in the third year 
of the Plan? Thousands of workers were recently thrown out 
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of employment and garden after garden was closed because of 
fall in the price of tea and lack of foreign demand. And 
finally, the tea planters, with the full consent of the Govern¬ 
ment, brought about curtailment of production. And now 
following this comes the announcement that India has decided 
to cut down her exports of tea by about 15 per cent during 
the financial year 1953-54 in view of a fall in demand and its 
effect on prices. 

A good source of foreign exchange has been reduced and 
tea production has been cut down in the third year of the 
Five-Year Plan. Fate has no doubt been cruel to the plan¬ 
ners. The illusion of planning could not be sustained till its 
results were out. 

In reality the planners can lay no claim to any planned 
agricultural production. In spite of the crores of rupees that 
ai*e being spent on agricultural development, irrigation pro¬ 
jects and what not, the Planning Commission cannot say with 
certainty that its tai^get for any single item of agricultural pro¬ 
duction will be realised. Every factor that operates today 
and gives an anarchic character to production will continue 
to operate at the end of the Plan also, making it difficult to 
forecast the crop pattern as well as the outturn for each crop. 

^Tt is difficult to forecast the effect of the agricultural 
programme on the crop pattern with any degree of pre¬ 
cision. This is due to the fact that the decision of the 
cultivator to raise a crop is based on factors like prices, 
weather conditions, availability of capital resources and 
supplies which vary from season to season. Even areas 
under rice and wheat may be diverted to crops like su¬ 
garcane, fruits and vegetables when irrigation is provided. 
Sugarcane, cotton and jute afford recent examples of the 
effect of prices on the crop pattern. Improvement in 
transport facilities, growth of urban areas, changes in food 
habits also at times affect the acreage under different 
crops. The influence that each one of these factors exer¬ 
cises has to be studied in detail, so that some basis for 
making estimates might become available.” 

(The First Five-Year Plan, pp. 213-4.) 
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As regards realising the targets of agricultural production, 
the Commission has to say as follows : 

“The national targets of additional production or tar¬ 
gets proposed for individual States indicate in a broad 
way the magnitude of the effort that is contemplated. They 
are of material assistance in laying down overall policies 
concerning prices of agricultural commodities and the 
allocation of resources for different programmes. They 
are, however, no more than a starting point for the actual 
planning which has to be done at different levels, from the 
village upw^^ards. Agricultural production is subject to so 
many hazards that under the most favourable conditions 
any targets that may be proposed are essentially rough 
estimates which may V>e realised if certain assumptions 
hold good.” (P. 214.) 

It is legitimate to ask where planning comes in in all this. 
Seasonal conditions, price fluctuations, social development, 
even changes in the food habits of the people, might materially 
affect the targets of agricultural programme. In short, agri¬ 
cultural production will be subject to the same anarchic factors 
that dominate it today. The domination of the market will 
continue in an anarchic way to the great detriment of the peo¬ 
ple and defeat all efforts to introduce planned progress and 
realisation of previously worked-out objectives. All that the 
Commission hopes to achieve is the spending of vast sums of 
public funds and the laying down of overall policies in respect 
of prices of agricultural corhmodities — and this, as the Com¬ 
mission’s own testimony shows, will not bring production under 
control. 

Thus nothing of planning is left. All that we see is the 
spending of large sums by the State, sums which the State 
thinks are necessary to produce certain results, which after 
all may not be produced. 



Chapter III 


FRUIT, VEGETABLES AND MILK 


IT is planned to increase the production of fruit, vegetables, 
fish, milk and dairy products. 

“It is considered that fish production might increase 
by about 50 p.c. from 1.0 million tons in 1950-51 to 1.5 mil¬ 
lion tons in 1955-56. Milk yields may increase by about 
20 p.c. as a result of improvement in the breed of cattle 
and increase in the availability of fodder and feeds. 

“Schemes for increasing the production of fruits and 
vegetables and other subsidiary foods, e.g. potatoes and 
tapioca, figure in the programmes of some of the States... 
It is not, however, possible to assess precisely the cumu¬ 
lative effect of these schemes.” (P. 213.) 

What do these schemes amount to ? According to the 
Commission the average per capita consumption of milk and 
milk products works out at 5.5 oz. which comes to about 2.5 
chhataks or one-sixth of a seer per day. The consumption of 
milk and milk products, however, varies considerably in dif¬ 
ferent parts of the country. It is as high as 16.89 oz. in the 
Punjab, and 15.72 oz. in Rajasthan, while in Orissa it is 2.64 
oz. only. Excepting the Punjab and Rajasthan, all the major 
States are deficient in milk consumption on the basis of the 
minimum standard of 10 oz. per day recommended by 
nutrition experts. 

Even these figures underestimate the real requirements. 
For the average consumption of 5.5 oz. for the whole of India, 
or the consumption of 16.89 oz. or 15.72 oz. in the Punjab and 
Rajasthan respectively, does not in the least mean that these 
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quantities are actually consumed by each person. As in 
eveiything else, there is gross inequality under the present 
dispensation, with the result that millions go without any 
milk whatsoever. 

When the nutrition experts lay down 10 oz. as the mini¬ 
mum quantity necessary per head, they demand that this 
quantity should be actually consumed. A mere availability 
of 10 oz. per head will not meet the needs of the nutrition. 
To ensure actual consumption of this quantity under present 
conditions of inequality of distribution, there should be a much 
bigger increase in milk production. The planners, how¬ 
ever, do not promise that the availability of milk will be raised 
to 10 oz. per head. According to them milk production is 
expected to increase by 20 per cent, whereas it should increase 
nearly 100 per cent to ensure an availability of 10 oz. per 
head. Ignoring the increase in population in the five yearii, 
the increase planned will, at best, assure an availability Ti 
6 oz. per head only. 


Light-hearted Approach 

The entire problem of milk production is treated lighl- 
heartedly and the Planning Commission is aware of it. Al* 
most all States have allotted farcical amounts to the develop¬ 
ment of milk production. All the ‘B’ States put together 
have allotted Rs. 3.3 lakhs; Part ‘C’ States have allotted 
Rs. 7.4 lakhs. 

The total expenditure of Part ‘A’ States is estimated to 
cost Rs. 770.3 lakhs, of which Bombay Stale alone is to con¬ 
tribute Rs. 600 lakhs. This means that all the other Parc 
‘A’ States, together, will contribute Rs. 170 lakhs towards milk 
development. With an expenditure of Rs. 600 lakhs, Bombay 
hopes to meet the needs of onl^^ three centres—^Poona, Ahrneda- 
bad and Hubli. What re.sults can one then expect from an 
expenditure of Rs. 170 lakhs, incurred by all the rest of the 
Part ‘A’ States put together. 

The Planning Commission itself is aware of the inadequacy 
of the State plans. It therefore recommends establishment 
of Milk Boards for each urban area, which will draw a Milk 
Plan for each area. The financial assistance needed by the 
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Milk Board is to be provided by the Government, the Mimici- 
pal Committee and the Co-operative Bank. 

It is doubtful whether anything will come out of this sug¬ 
gestion and whether the State governments will agree to incur 
any additional expenditure to finance the Milk Boards. Even 
if some paltry assistance is given here and there, there is not 
likely to be cmy material change in the production of milk in 
the urban areas. 

As regards the rural areas, the Planning Commission relies 
on better breeding and greater availability of fodder, because 
of increased food production. It is estimated that by achiev¬ 
ing a target of food production of 7.6 million tons, the fodder 
availability will increase to an extent of about 14 million tons. 
Allowing for wastage, etc., about 10 million tons of fodder will 
be available for consumption by the cattle. (Pp. 282-283.) 

In reality this increase is insufficient, as the Commission 
observes : 

‘Though the availability of fodder and feed will in¬ 
crease to a certain extent as targets of additional produc¬ 
tion, particularly food grains, are realised, the benefit de¬ 
rived would not be of much consequence as the per capita 
increase would be insignificant.” (P. 276.) 


UnTproductive Cattle 

What is the present position with respect to the require¬ 
ments of cattle ? It is estimated that the quantity of fodder 
available is about 78 per cent of the requirements while the 
available concentrates and feeds would suffice only for about 28 
per cent of the cattle. As concentrates are only given to animals 
which are heavily worked either for milk or draught purposes, 
it can be said that two-thirds of the cattle can be maintained 
in a fair condition on the existing fodder and feed resources. 
(P. 273.) 

With the present supply of fodder, etc., enough to meet 
only the requirements of two-thirds of the cattle population, 
and with only an insufficient per capita addition to the fodder 
resources under the Plan, how the Commission expects to 
increase the total milk production by 20 per cent is no doubt 
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a riddle. It cannot be argued that it expects to do this by redu¬ 
cing the number of unproductive cattle, for it has no such plan. 

The problem of unproductive cattle is a serious problem. 
Tradition, religious prejudices, ec*onomic poverty, all have com¬ 
bined to create and maintain this problem, which has now 
become a serious menace. According to the 1951 livestock 
census, there are 150 million cattle and 43 million buffaloes 
in this country. Of these about 10 per cent or 11.4 million 
adults are unserviceable or unproductive. The census re¬ 
turns show that out of 48 million cows over three years of age 
as many as 28 million are dry. The normal ratio of dry 
animals to those in milk should be 1: 1. While in Madras, 
Mysore, Orissa, Bihar and Travancore-Cochin, there are more 
than 200 dry cows for every 100 milch cows over three years 
of age, the number of dry cows to every 100 in milk declines 
in Uttar Pradesh and Madhya Pradesh to about 150. In 
Punjab it is as low as 75. Obviously this high proportion of 
dry cows imposes a heavy strain on the country’s resources. 

What does the Commission propose to do to remove this 
strain? One would have thought that the best way of easing 
the situation is to legislate for the compulsory killing of useless 
and unproductive cattle. But the Nehru planners, afraid of 
rousing orthodox opposition, and possessing no faith in the 
rural masses, have decided to placate backward sentiments and 
waste public funds to support the maintenance of unproductive 
cattle. This is what the Commission proposes : 

“The Plan in this connection provides for establish¬ 
ing 160 gosadans at a cost of about Rs. 97 lakhs. Under 
this scheme, all old, infirm and useless cattle will be se¬ 
gregated and sent to gosadans located in wastelands, in 
forests, and other out-of-the way places, where cattle gra¬ 
zing facilities exist which have not hitherto been utilised. 
The male stock will be castrated.” (P. 276.) 

This scheme of segregation itself will apply only to a few 
villages. It will operate mainly in the villages coming under 
the Key Village Scheme. The total number of these villages 
will not be more than 2,400 and the number of cows affected 
will not be more than 3 lakhs out of 480 lakh cows existing 
in India. In 1954-55 the total number of animals removed to 
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the gosadans will be only 3,20,000 when there are as many 
as 114 lakh unserviceable animals in India. The rest of 
the unproductive cattle will continue to remain in the villages, 
living on the meagre supplies of fodder and increasing the 
number of dry cows. For malnutrition is to a great extent 
responsible for the disproportionately large number of dry 
animals. 

The planners are forced to placate Hindu orthodoxy at the 
expense of national economy. They have to placate not only 
the mischievous communal element outside the Congress Party, 
they have to placate their own followers in the Congress many 
of whom are opposed to the killing of unserviceable bovine 
population on religious grounds. A number of local bodies 
have enacted rules and laws preventing cow-slaughter. The 
Commission only registers this opposition in its proposals and 
refuses to clear the ground for improv^ing the breed of cattle 
or improving the milk upply. 

The Key Village Scheme 

Under these circumstances very little indeed will come out 
of such schemes as the Key Village Scheme, which is to be 
launched to improve the breed of cattle. The scheme will 
provide a number of artificial insemination centres; pedigree 
bulls will be used for breeding purposes; the useless cattle in 
the areas under the scheme will be segregated and kept in 
some distant places. However, with all this the results are 
bound to be small, because the scheme itself is confined to a 
few villages. 

The scheme will cover between 2 to 3 thousand villages, 
in the five years, out of nearly 5 lakh villages in India. The ex¬ 
penditure on the scheme proper is to be 293.53 lakhs and on 
go.sadans, which is also a part of this scheme, it is to be Rs. 97.15 
lakhs. The total expenditure thus amounts to Rs. 390.68 lakhs. 

Under this scheme there will be 600 centres, each consist¬ 
ing of 3 to 4 villages. The results of the scheme are estimated 
to bo as shown in Table 11 on the facing page. 

When in full swdng the scheme is expected to produce 
about 60,000 bulls a year. It will be seen that neither in its 
scope, nor in its results, nor in the area dealt with, will the 
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Table 11 

TARGETS OF THE KEY VILLAGE SCHEME 



No. of 

Progi'C's- 

No. of. Ar- 

I’rogr»*s- 

No. of Bull 

ProgiHV'i- 

Year 

Koy 
villa gas 

Nive Total 

tificial lii- 
seiii illation 
Centrrs 

sive Total 

Roaring 

Farms 

sive Total 

1952-53 

196 

_ 

94 

_ 

_ 

_ 

1953-54 

206 . 

402 

24 

118 

— 

— 

1954-55 

94 

496 

16 

134 

125 

125 

1955-56 

104 

600 

16 

150 

100 

225 


(The First Five-Year Plan, P. 275.) 


scheme touch even the fringe of the great problem of improving 
the breed of cattle and augmenting the milk supply. And 
yet this scheme is the only thing that the Central Government 
undertakes to do in the Five-Year Plan period. 

Besides, the State governments have their own schemes 
for livestock and animal husbandry. The expenditure of the 
Central Government and the State governments will be as 
follows : 


(a) Central Government Rs. 

(m lakhs) 

Key Village Scheme 293.53 

Gosadans 97.15 

Rinderpe.st 15.70 

Other schemes 5.64 


Total: 412.02 

(b) State Government Schemes 

Part ‘A’ States 754.3 

Part ‘B’ States 194.6 

Part ‘C’ States 7J.6 


Total: 1020.5 
Grand Total: 1432.52 
(The First Five-Year Plan, P. 270.) 

The State governments plan to spend 2i times the 
amount that the Central Government intends to spend on ani- 
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mal husbandry. The State governments’ expenditure inclu¬ 
des expenditure on veterinary, poultry breeding, etc. Even 
if the whole amount is spent on animal husbandry proper, it 
will not improve the present situation. With four crores of 
rupees the Central Government could tackle only a couple of 
thousand villages. With 10 crores the State governments will 
tackle a few thousand more, but the problems of unproductive 
cattle and of improving the breed will remain unsolved, as 
also the problem of production of sufficient milk. 

It is therefore difficult to imagine that milk production 
will increase by 20 per cent. The Commission offers no 
figures nor any other evidence to support this estimate. On 
the contrary, the evidence that is there points in the opposite 
direction. Even if the Commission’s target of 20 per cent in¬ 
crease is realised, it will mean only a per capita availability of 
6 oz. (if we ignore the increase in population), whereas 10 oz. 
of actual consumption per head are required to meet the needs 
of a balanced diet. It is therefore useless to iipagine that 
additional milk production will make any material difference 
to the majority of the people, that it will lead to a balanced 
diet, making it possible to reduce the emphasis on cereals in 
the Indian diet. 


Horticulture 

Fruits and vegetables, like milk, are necessary elements of 
a balanced diet. What does the Plan offer us in this direction? 
According to the Planning Commission, the area under horti¬ 
cultural crops amounts to about 4 million acres, i.e., about 5 
million acres under fruit and one million acres under vege¬ 
tables, which roughly means a little over one per cent of the 
total cultivated area. 

The production of fruit is estimated at about 6 million tousr 
and that of vegetables at about four million tons. 

“Allowing for wastage of about 25 p. c. in the case 
of fruit, this production would permit of consumption of 
only about 1.5 oz. per head per day and in the case of vege¬ 
tables even less. According to nutrition experts 3 oz. 
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of fruit and 10 oz. of vegetables per day are required foT 
a balance diet.” 

(The First Fwe-Year Plom, p. 283.) 

A very miserable amount is sanctioned for schemes relat¬ 
ing to horticulture. The State plans envisage a total expen¬ 
diture of Rs. 121.22 lakhs only on these schemes. Part ‘A’ 
States account for about 90 per cent of this expenditure. This 
expenditure is to cover a number of items such as re.search 
on fruits and vegetables, multiplication of vegetable seeds, 
supply of nursery plants, extension of area under potatoes, 
etc. It is easy to see that this small sum divided among so 
many items will produce but little. The Commission mem¬ 
bers are themselves unable to give us any estimate of the 
likely improvement in the position and content themselves with 
the following observation : 

“Schemes for increasing the production of fruits and 
vegetables and other subsidiary foods, e.g., potatoes and 
tapioca, figure in the programmes of some of the States 
and also qualify for assistance from the Centre as ‘Grow 
More Food’ schemes. It is not however possible to assess 
nrecisely the cumulative effect of these schemes.” 

(Ibid., p. 213.) 


Fisheries 

Fish is a valuable protective food. It forms an important 
constituent of the diet over considerable areas. The develop¬ 
ment of fisheries is, therefore, one of the most promising 
means of improving the diet of the people. 

According to the Commission, at the present level of pro¬ 
duction, the per capita availability of fish for the country as 
a whole works out at 3.4 lbs. per annum as against 16 lbs. in 
Ceylon, 70 lbs. in Burma and 90 lbs. in Japan. Allowing for 
the fact that a considerable section of the population in India 
does not eat fish, the average per capita consumption is estima¬ 
ted at 4.94 lbs. 

*‘The requirements of a balanced diet are estimated 
at 1.3 ounces per day per adult, i.e. 30 lbs. per capita per 

•F3 
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annum of fish and/or meat. The availability of meat is 
poorer still. This indicates a large gap between avail¬ 
ability and requirements.” (P. 307.) 

The Plan provides for a total expenditure of only 464.1 lakhs 
in five years for the whole of India, with a coastline of 2,900 
miles and a water area of 15 million acres, under rivers, ca¬ 
nals, jhils and tanks. This sum is in addition to the provision 
made under the Technical Co-operation Aid Programme. 

Under the Plan the annual production of fish is expected 
to rise from the present figure of 1 million tons to 1.5 million 
tons. This may be? compared with the requirements of 6 mil¬ 
lion tons estimated by the Nutrition Advisory Committee on 
the basis of 1.3 oz. per day per adult for 70 per cent of the 
population. 

So far as meat is concerned, the Planning Commission has 
no plan to increase this valuable source of food. 

Thus the programme in relation to protective foods, which 
are so important from the consideration of health and nutri¬ 
tion, holds out no hope of even substantially meeting the exist¬ 
ing deficiencies. Except for estimates of paltry increases, 
estimates which are not grounded on solid facts or evidence, 
the programme promises nothing. There will be thus hardly 
any change, at the end of the Plan, in the consumption of pro¬ 
tective foods by the people. We will not have even the begin¬ 
nings of a balanced diet for the majority of our population. 
As in the case of cereals and foodgrains, the miserable stand¬ 
ards of the British days will at best be maintained. 

The emphasis on cereals in the Indian diet therefore can¬ 
not go. And we will have to place the minimum requirements 
of cereals, not at 14 oz. as the Commission has done, but 
between 15 to 16 oz. as Dr. Aykroyd has calculated. This 
will mean a much bigger deficit in our grain production than 
what the Commission is prepared to admit. 



Chapter IV 


IRRIGATION 


TO achieve the agricultural targets given in the previous 
page5j, the Planning Commission proposes to spend the follow- 
irg sums on purely irrigation or multi-purpose projects. 


In Crores of 
Rupees 

Irrigation 168 

Multi-purpose Irrigation 
And Power Projects 266 

Power 127 


Percentage of total 
Expenditure in pub ¬ 
lic Sector 
8.1 

12.9 

6.1 


Ihe expenditure on irrigation and power will be shared 
as follows between the Centre and the States. 


(Figures in crore rupees.) 

Centre Part A Part B Part C 

265.9 206 81.5 3.5 


In addition there are a large number of small schemes— 
construction of wells, renovation of tanks, improvements to 
fjmall streams and rivulets, etc.—^which are classed as “minor 
irrigation works’’ and which are included under the pro¬ 
gramme for agricultural development. The total expenditure 
on these minor irrigation works is estimated to be Rs. 77 crores. 

The big multi-purpose projects will not be completed 
within the period of the Plan. However, the progress made 
on these projects will, within the period of the Plan, help io 
bring an additional area of 8.5 million acres under irrigation. 
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and to generate 1.2 million kilowatts of additional power. On 
the completion and full development of these projects, the 
total addition to the area irrigated will be 16.9 million acres and 
to power 1.4 million kilowatts. (P. 79.) 

The minor irrigation programme in the Plan involving an 
expenditure of Rs. 77 crores is expected to bring 11,2 million 
additional acres under cultivation. 

Thus, within the period of the Plan, the Commission ex¬ 
pects to bring 20 million additional acres under irrigation. 
This target has been based on the following calculation. “It 
has been stated in paragraph 28 above that the aim before the 
country should be the doubling of the area under irrigation 
in 15 or 20 years, or in other words, to provide new irrigation 
facilities to 40 to 45 million acres.” (Report, p. 348.) 

There is no doubt that India needs large-scale expansion of 
irrigation works to end the dependence of her agriculture on 
the vagaries of the rains. Adequate provision of irrigation 
facilities will be a major factor in the regeneration of Indian 
agriculture, once it is freed from the deadening grip of feu¬ 
dal relations. As the Commission itself observes : 

“Situated as India is geographically, with a tropical 
and sub-tropical climate, with practically no rainfall over 
a large part of the year and uncertain rains during the 
monsoon months, successful cultivation is not possible in 
many parts of the country without the aid of irrigation. 
In the absence of irrigation facilities, large areas produce 
only a catch crop dependent on rainfall alone, which as 
explained above, is often deficient and unevenly distribu¬ 
ted from the point of view of agricultural requirements. 
It is not surprising, therefore, that the average yield per 
acre of cultivated area is very low.’’ (P. 343.) 

India has been adversely affected by the partition of the 
country in respect of irrigation facilities. 

“Of the total of 400,000 cusecs of water carried by the 
canals of undivided India, nearly half is carried by canals 
now in Pakistan, and of the total of 24 million acres of land 
irrigated by State-controlled canals in undivided India, a 
little more than half now lies in Pakistan.” (Report^ 
p. 344.) 
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The irrigation programme of the Commission is of great 
importance to our country. According to the Commission’s 
calculations it is to be the major source of increase in the pro¬ 
duction of food. What prospects does it hold out to the peo¬ 
ple of India and to the peasant population of the countryside? 

It is disappointing to note that the expansion planned by 
the Commission at so much cost, will not, as we have already 
noted, make food plentiful. With all the irrigation, commu¬ 
nity and fertiliser projects, we will at best maintain the stand¬ 
ards of 1950-51 in food consumption. The twenty million 
acres that will be additionally irrigated will not take us even 
to the standard of the pre-war days. 

Minor Projects 

A significant feature of this programme is that the minor 
works will irrigate more area than the big multi-purpose pro¬ 
jects. Out of the total additional area of nearly 20 million 
acres the minor projects will irrigate more than 55 per cent. 

At the cost of Rs. 77 crores the minor irrigation projects 
will irrigate 11.2 million additional acres. At the cost of 
Rs. 518 crores, the major projects will, within the period of 
the Plan, irrigate only 8.5 million acres. 

When the major projects, at the cost of Rs. 765 crores, are 
fully completed, they are estimated to irrigate an additional 
area of 16.9 million acres. 

With ten times the expenditure, the big projects will irri¬ 
gate 14 times the area irrigated by minor projects. 

True, the projects are also going to generate electric power. 
But in comparison with the minor projects their contribution 
to irrigation facilities is much less. 

And this raises another point. Can the Commission’s 
estimates be relied on? The major part of the increase in 
irrigation facilities is to come mainly from minor projects like 
renovation of tanks, improvements to small streams and rivu¬ 
lets, dams and channels, new wells, pumping installations, etc. 
Obviously there will be innumerable such works and, with 
things as they are, no one can say how far each of them will 
succeed. The estimates of these are nothing but guess work. 
Is it possible for the Government, which cannot produce reli- 
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able statistics of the total annual food production of our coun¬ 
try, to assess, even approximately, the additional area that 
each of these minor projects will bring under irrigation? If 
we were to believe some of the statistics, we have already 
reached the target of food production set by the Planning Com¬ 
mission. The expected results through minor works, on 
completion, may turn out to be hopeless overestimates. 

Legacy of the Past 

What kind of planning is there in the major projects? From 
the Commission’s own admission it will be found that the 
major part of expenditure will be incurred on projects which 
have been in operation before the Plan was ready, and the 
Commission had simply to incorporate them in the Plan and 
continue to spend on them. Besides, they were not originally 
undertaken with a view primarily to expanding irrigation, and 
the Commission while accepting them had to content itself 
only with some modifications to make them fit in with its 
programme. 

“During the last six years, there has been considerable 
activity in all parts of the country in new irrigation and 
power-projects. A number of projects, some multi-pur¬ 
pose and others only for irrigation, were sanctioned soon 
after the end of the World War II. On some of these, 
works were started before the completion of detailed in¬ 
vestigation and of economic studies necessary to obtain 
a correct appraisal of the technical and financial aspects of 
the projects. The total cost of irrigation and power 
schemes which were under construction in 1951 would on 
completion be Rs. 765 crores; a sum of Rs. 153 crores had 

already been spent on them unto 31st March 1951. 

Whatever views we may hold about the relative import¬ 
ance or merits of the projects under construction or those 
not yet started, the highest priority must be given to pro¬ 
jects on which considerable sums of money have already 
been spent. We have, however, during the course of our 
discussions with representatives of the State Governments, 
impressed upon them the vital importance of giving a high 
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priority to projects or part of projects which will provide 
additional food and have recommended that the program¬ 
me of construction of some of the bigger multi-purpose pro¬ 
jects should, in consequence, be suitably modified. After 
incorporating such changes as have been agreed upon it 
appears that an expenditure of Rs. 518 crores will have to 
be incurred on schemes already in progress during the five- 
year period of the Plan and of this a sum of Rs. 206 crores 
will have to be spent in the first two years of the Plan. 
As a large slice of the total developmental expenditure in¬ 
cluded in the Plan has to be set apart for the completion of 
irrigation and power projects already under construction, 
it has not been possible to include many new works of 
irrigation and power-development in the Five-Year Plan. 
Particularly, during the first three years of the Plan, when 
the expenditure on projects already under construction 
would be relatively high, it is not possible to incur large 
expenditure on any new work. Thus the Five-Year Plan 
for irrigation and power aims mainly at the completion of 
the projects under construction.” (Pp. 349-50.) 

This gives away the pretensions of planning in connection 
with the irrigation and power projects and does away with the 
Commission’s claim to increase irrigation in a planned way. Out 
of the total expenditure of Rs. 561 crores on irrigation and 
power—excluding that on minor irrigation works—as much as 
Rs. 518 crores have to be spent on the projects launched by the 
British Government for its own purpose. The Commission is 
shy of referring to the fact that these projects were planned 
and started under the aegis of the imperialist government. 

All the star projects in which the Nehru Government 
takes pride and which the Commission and its apologists are 
advertising fall in this category. The Damodar Valley, Hira- 
kud, Bhakra, were all conceived by the British Government, 
and work on these was also started by them. They had nothing 
to do with the Plan of the Planning Commission. 

Naturally there were protests from several States against 
this method of planning in which the entire expenditure on 
multi-purpose projects was concentrated in two or tliree States 
for no particular reason except that it was previously decided 
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by the British Government. The Planning Commission had 
no answer to their criticism. It therefore formally accepted 
the claims of many other provinces, without however changing 
its Plan or conceding anything worth conceding in the period 
of the present plan. In short, it has resorted to pure bluff. 

To placate this criticism, the Commission “accepted” a 
number of new projects for inclusion in the Plan. The Kosi 
project for Bihar and Nepal, the Koyna project for Bombay, 
the Krishna project for Madras and Hyderabad, Charnbal pro¬ 
ject for Madhya Bharat and Rajasthan and the Rihand project 
for Uttar Pradesh, are all included in the Plan. The total cost 
cf these projects is estimated to be well over Rs. 200 crores. 
But, at the same time, it is stated that during the period of the 
Plan, it will not be possible to spend more than Rs. 40 crores 
on these projects. Wliat then is the meaning of the acceptance 
and inclusion of these projects in the Plan if they will have 
hardly been started by the end of the Five Year Plan? Most 
probably even a beginning will not be made; estimates for the 
present multi-purpose projects will go on mounting and the 
funds assigned for the now projects exhausted. 

What The British Go^yeimment Wanted 

Out of Rs. 561 crores spent on irrigation and power projects 
under the Plan, Rs. 518 crores will be spent on projects sanc¬ 
tioned and launched by the British Government. Only the 
Commission can tell us how, by confining itself to British- 
sponsored schemes of irrigation and power, it can meet the 
needs of democratic planning of which it talks so much. 

Under the Plan the three big multi-purpose projects are 
expected to contribute as shown in Table 12, p. 41 towards 
the expansion of irrigation. 

These estim^ites themselves are being challenged as time 
passes by. It has been reported recently that the Hirakud 
Dam will submerge more cultivable land than it will irrigate. 
But even on the basis of these estimates, the projects will ap¬ 
pear to be a poor investment in irrigation. For as has been 
shown earlier, according to the estimate of the Commission, 
with one-third of the investment, the minor works will irrigate 
five times more land. The continued investment on these pro- 
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Table 12 

ESTIMATED CONTRIBUTION TO IRRIGATION 
BY THE MULTI-PURPOSE PROJECTS 

Expenditure Proposed Irrigation in 000 acres 
Projects during 1951-5G in - 

lakhs of rupees By 1955-56 On comple- 





tion 

Bhakra-Nangal 

7,7.^0 

L361 

3,604 

Hariko 

1,062 



Damodar Valley 




Project 

.595 

4,170 

1,141 

Hirakud 

4,400 

261 

1,785 


Additional Funds for 


for the above 
projects 

Total : 22,382 2,217 

jects cannot be justified in tlie name of additional irrigal on 
facilities. 

This is not sm’prising, for the British must have had other 
aims and objects in launching these projects. Their object is 
at least writ large over the Damodar Valley Project, which 
was conceived by them partly as a military-strategic project 
and partly for the intensified exploitation of Indians mineral 
resources. That is where power came in. It was no doubt 
multi-purpose but in a different sense. 

After the ‘departure’ of the British, the military-strategic 
importance of the project was put with candid frankness in 
a publication of the Damodar Valley Corporation, “Why the 
Damodar Scheme Deserved Top Priority Among India’s De¬ 
velopment Projects”. 

“It is still fresh in public memory how the flood havoc 
of 1943 which breached the Grand Trunk Road and East 
Indian Railway and completely isolated Eastern India 
from the rest of the country, hampered the Defence mea¬ 
sures at a critical moment during the war. According 
to military experts, the flood alone was responsible for 
holding up operations on the Burma Front by no less 
than six months.” 

While Nehru and the Planning Commission hush up the 
military aspect of the Damodar Valley Project, their subor¬ 
dinates give the game away. The Commission only says that 



42 


INDIA’S FIVE-YEAR PLAN 


they had to take up the project because already large sums 
had been spent on it. 

The second object of the British in sponsoring the pro¬ 
ject seems to be the intensified exploitation of the mineral 
resources of India. The Damodar Valley area has the richest 
mineral deposits. Investment in extractive industries in the 
colonies and exploitation of their mineral resources is very 
necessary for the imperialists. To intensify the process, the 
British decided upon the supply of cheap power to aid the 
cheap labour that was already available. 

No wonder then that, with these aspects of the Damodar 
Valley Project, it has been favoured with loans from the Ame¬ 
rican World Bank of Reconstruction. Why should not the 
American World Bank finance something which fits in with 
its global strategy and at the same time enables it to pene¬ 
trate India’s economic life? 

Till now the progress of the D. V. P. has kept true to the 
intentions of its originators. Backed by the World Bank, the 
D. V. Corporation has first concentrated on a thermal station 
and produced power to the neglect of irrigation. The Bokaro 
Thermal Station which has an immediate capacity of 1,50,000 
KW is already working, while the irrigation projects are lag¬ 
ging behind. For this good piece of work done, the W^orld 
Bank gave another loan to the D.V.C. In January 1953, it 
was announced that the World Bank would give a further 
loan of 19.5 million dollars to the D.V.C. 

How is the precedence of power over irrigation explained? 
There has been no explanation except the one that the erec¬ 
tion of a thermal station was decided upon before the Corpora¬ 
tion was formed. But if we are to believe the Planning Com¬ 
mission, it had examined these projects and made suitable 
amendments to lay emphasis on parts of the project helping 
increased production of food. How is it then that in the pro¬ 
ject we find precedence being given to a thermal station and 
irrigation being relegated to the background? Was it the 
bait of the loans from the World Bank that made the Com¬ 
mission change its mind? Or was it a realisation that after 
all the project had very limited possibilities for expanding 
irrigation? 
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In any case this shows what a fine job of planning the 
Commission is making! 

The fact seems to be that these British-sponsored pro¬ 
jects were not primarily irrigation projects. They were meant 
for power production, and perhaps incidentally for irrigation. 


Planned Corruption and Jobbery 

The execution of these projects is still worse and not 
only makes a mockery of public planning, but equates it to 
anarchy. 

Mounting charges, exceeding by far all earlier estimates, 
waste, corruption imd nepotism, growing deamination of costly 
foreign experts and heavy charges on costly foreign loans, 
make it inevitable that these projects, when they materialise, 
will prove too costly for the Indian people, and especially 
for the ordinary peasant, who will be asked to pay heavily 
for the supply of irrigation water. 

The estimates of the D.V.C. have risen from the original 
Rs. 55 crores for the whole project to Rs. 76.87 crores for the 
first phase only. The total estimate for the first phase itself 
may go up to Rs. 85 crores. And the second phase is not yet 
in sight. 

■ The tale of wasteful expenditure and corruption in con¬ 
nection with the D.V.C. recently found expression in the 
Bihar Legislative Assembly. Charges of wasteful expendi¬ 
ture, nepotism and discrimination were made against the Da- 
modar Valley Corporation when the Corporation’s Budget for 
1953-54 was presented before the Bihar Assembly in April 
this year. A Congress member of the Assembly sought by 
an amendment to stop the Bihar Government’s contribution 
to the Corporation. Irregularities in granting contracts (eu¬ 
phemism for corruption and bribery), heavy administrative 
costs especially at the headquarters in Calcutta, travelling 
allowances, etc. to the officers of the D.V.C., and nepotism In 
purchases of materials worth crores of rupees, both from 
Indian and foreign firms, figure largely in these charges. 
There were emphatic statements that the methods and pro¬ 
cedures adopted by the D.V.C. authorities in the selection 
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of contractors and purchase of raw materials had been irre¬ 
gular and to some extent scandalous. 

Besides, it was found that senior employees of the 
D.V.C. had toured various cities of America at a great cost 
to the Corporation, without any gain to the work on hand. 
These officers, who had been sent to America to study the 
American river projects and also to arrange purchase of mate¬ 
rials and to negotiate with the International Monetary Fund, 
had spent enormous amounts not at all justified by the work 
done. 

This is the price for making the D.V.C. an autonomous 
body. Under the plea of removing day-to-day official inter¬ 
ference, the D.V.C. was made into an autonomous corpora¬ 
tion. The only result has been that instead of certain officials 
in the Centra] Ministry playing havoc with public money, 
some others, connected with the Corporation, are doing it. 
The public is being defrauded with equal thoroughness. The 
autonomous character of the Corporation has only ]*esulted 
in freeing it from all public control. 

That this should happen in the third year of the Plan 
reveals a scandalous state of affairs. What right has the Plan¬ 
ning Commission to lay any claims to planning when one of 
their multi-purpose projects cannot be run without enormous 
waste, corruption and nepotism, saddling the people with 
unnecessary burdens ? 

The American domination of the D.V.C. and the squan¬ 
dering of people’s money following from it, can be seen from 
the following. 

In the so-called Technical Sub-Committee of the D.V.C., 
out of eleven members, six are American, each of whom gets 
a salary of Rs. 750 a day and T.A, for the period his services 
are required. 

The American ‘‘experts” are making a clean job of every¬ 
thing—^giving contracts to American firms, and importing 
everything from the U.S.A. whether it is available in India 
or not. 

“In fact, almost every single item that has gone into 
the building of the Bokaro Thermal Station has been 
imported from the U.S.A. Even such things as nuts and 
bolts, asbestos sheets, fire clay, etc., are being brought 
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from America, although the fire clay, available within a 
fifty mile radius of Bokaro, is of much better qualily. 
As one D.V.C. official put it ‘Every bit of Bokaro is 
American’.” 

“The biggest Japanese monopoly concern, Mitsubishi, 
and Central Japan Heavy Industries have sent the hydr j*- 
electric plant for Tilaiya. A British firm offered to quote 
less than the Japanese firm, and offered a guarantee of 
ten years, which the Japs have not, but it is the Japanese 
firm who managed to get the contract. The Japanese 
firms have sent two technicians who are now on Ihe 
D.V.C. payroll, each on Rs. 85 per day.” 

(Sunil Munshi, Cross Roads^ Feb. 8, 1953.) 

Is there any reason why the cost of the project should not 
go on increasing? Is this loot of India’s capital resources 
consistent with the claims of planning? 

Hirakud is in no better position. The cost of the project 
was expected to be Rs. 47.81 crores in 1947 when it was first 
considered. According to the latest estimates, the first stage 
of the Hirakud project is to cost Rs. 67.43 crores; and the 
whole project is to co.st Rs. 92.08 crores. Thus ihe final esti¬ 
mate is nearly double the original estimate. 

The original purpose of the project seems to be genera¬ 
tion of cheap power rather than the expansion of irrigation. 
Originally it was estimated that the project, when completed, 
would water 1.09 million acres of land and produce 350,000 
kilowatts of power. The idea was to make power cheaper 
and irrigation costly as can be seen from the following. 

The irrigation rates proposed in 1947, when the projci t 
was undertaken, were 25 per cent higher than those obtain:! g 
at that time in the Mahanadi delta where rates varied between 
Rs. 2 to Rs. 7-8-0 The power rates proposed were to secure 
a reduction from Rs. 160 per KW to Rs. 100 per KW. 

The irrigation rates were to work out at Rs. 5.27 per acre 
for lift irrigation and Rs. 3.77 per acre for flow irrigation and 
the power rates were to decline from 0.573 annas to 0.358 
annas per unit. (Eastern Economist, May 1, 1953, “Profit¬ 
ability of Hirakud,” p. 729.) , 

The Nehru Commission accepted the project and amended 
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it to increase the additional area irrigated, while drastically 
cutting down power production from 350 thousand KWs to 
199.5 thousand KWs. The area irrigated is expected to in¬ 
crease from 1.09 million acres to 1.93 million acres when the 
project is complete. However, in the period of the Plan, 
the additional area irrigated will be only 800,000 acres and 
power generated will be only 24,000 KWs. 

No one knows what will happen in the second stage of 
the project, which will begin after the period of the Plan. In 
the peiiod of the Plan, however, Hirakud will w^ater less area 
and produce less power than w^hat was contemplated in the 
original scheme sponsored by the British. 

The execution of Hirakud is as bad as that of the D.V.C. 
In April this year, the Public Accounts Committee in its Re¬ 
port on Hirakud emphasised the weakness in the Govern¬ 
ment’s development policy. The Report said that the project 
was launched without any design or plan and on the basis 
of estimates which were ‘‘no more than lump sums based 
upon rough guess-work.’’ The attention of the Parliament 
was specially drawn to the continued execution of the works 
without sanctioned estimates for five years from the com¬ 
mencement of the project. 

The projects were already rendered costly by the heavy 
price of machinery and other accessories which had to be 
imported from abroad. The foreign imperialists would not 
let go this opportunity of exploiting India. Some of the pro¬ 
jects have been saddled with the expense of interest on costly 
foreign loans and payments to foreign experts. Inefficiency, 
bribeiy and corruption have added further burdens, making 
the projects still more costly. 

Writing on Hirakud in BlitZy May 9, 1953, P. C. Joshi 
quotes the following comment of the National Herald : 

“It looks as though the Planners of the Hirakud Pro¬ 
ject will have set out to impound an immense quantity 
of water first and then go in search of land to irrigate 
with it and cultivators to pay for it. In addition to large 
supplies of water wanting to be used, the Government 
may be left with equally large supplies of electric power 
awaiting creative utilisation.” 
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Peasant to Subsidise Waste and Corrupticm 

Someone must foot this bill and suggestions are already 
made that the peasant should be made to bear the burden. 

‘‘As the projects now under construction are consi¬ 
derably more costly than projects executed in the past 
and also the cost of maintenance and operation is higher 
than before, State governments should re-examine the 
water-rates, etc., which they recover from the cultiva¬ 
tors for the supplies of irrigation waters. .. .Where water- 
rates were determined many years ago, and there has 
since been a considerable increase in the value of the 
crops produced, there is justification for an increase in 
these rates. In fact, it v/ould be sound practice to fix 
water-rates on a sliding scale as a definite function of the 
value, from time to time, of the outturn from irrigated 
crops. Another possible source of income can be agri¬ 
cultural income-tax the likely yields from which in the 
period of the Plan have been included in the statement 
of resources. 

“Lands which are irrigated by major projects in¬ 
crease in value substantially and it is certainly equitable 
that the individuals who derive this ‘unearned’ increment 
by the efforts of community at large should be required 
to share this increment with the community. The price 
of land, which was originally dry land, increases in every 
case after the construction of an irrigation project on ac¬ 
count of the availability of canal water and with it of 
assured crops. If the State obtains a share of this un¬ 
earned increment from the persons who happen to own 
this land, the proceeds can be utilised in defraying a part 
of the capital cost of the projects and in this way, pro¬ 
jects which would otherwise be unremunerative will 
become remunerative.” 

(Pp. 357-58.) 

Thus the peasant will have to subsidise these costly pro¬ 
jects, rendered costlier by foreign profiteers who supply ma¬ 
chinery and by local corruption and jobbery and costly foreign 
loans. He will have to pay higher irrigation rates, depend- 
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ing on how much waste, corruption and foreign loot is plan¬ 
ned. Already the heavy increase in water-rates is leading to 
large-scale peasant protests. And this might perhaps be the 
only striking result of the multi-purpose projects, if govern¬ 
ment decides to make them “profitable.” 

As regards the betterment fee or share in the unearned 
income, his burden also will fall on the ordinary cultivator. 
The landlords will see that the burden is passed on to him 
in the form of higher rent. Instead of ensuring that the land¬ 
lords do not raise the rent of land, the Planning Commission 
seeks a share in the tribute extorted by them from needy 
peasants. 

The Commission quoted with approval the following 
quantum of levy : 

“A betterment tax has been in vogue in Mysore from 
as far back as 1888. The contribution per acre is fixed 
from a third to a half of the difference between the local 
market values of an acre of dry land and of an acre of 
wet land.... Under the Irwin Canal system, the landowner 
executes an agreement to pay a contribution of Rs. 150 
per acre either by instalment or in a lump sum... . ” 

(P. 358.) 

If it were only a question of depriving the big land- 
owners of their unearned income from irrigation, there would 
be no objection to such a levy. But in the case of big land¬ 
lords a levy becomes only a device for sharing the unearned 
income between the State and the landlord, the tiller of the 
soil gaining nothing. The be.st way to see that the landlord 
does not pocket the unearned income is to see that the rent 
is not raised. 

But the Commission does not stop here. It talks of the 
State “obtaining a share of this imearned increment from per¬ 
sons who happen to own the land....” etc., which means that 
even a small cultivating owner will be made to part with a 
handsome sum, in the name of taking part of the unearned 
increment to pay for these projects. 

The members of the Commission seem to have lost all 
sense of fairness, and one may say decency, when they talk 
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of unearned income in the case of the small peasant. Their 
government is prepared to compensate the big landlords for 
their unearned income, earned at the expense of the peasant 
and society. But when they come to the man at whose ex¬ 
pense society lives, and one who has been defrauded by every 
successive government, they are suddenly reminded of the 
community, social equity and what not, and seek to impose a 
sort of capital levy on his miserable piece of land. All these 
phrases like unearned income, etc. are nothing but a device 
somehow to impose a levy on the ordinary peasant to make 
him foot the bill for the costly projects. 

If because of irrigation the small cultivating owner gets 
some surplus (‘unearned income’), is it not to be welcomed? 
Is this not precisely the problem facing Indian agriculturt . 
the problem of how to create a surplus in the hands of llu* 
peasant and increase his resources? In the landlord-riddtm 
areas, is it not the duty of the State to see that the surplus 
remains in the hands of the tillers of the soil and is not poc¬ 
keted by the landlord? Or must the State stretch its greedy 
paw and pocket part or whole of this surplus? 

This is how the irrigation programme of the Commission 
ends. 


Irrigation and Food Targets 

The chaotic condition of the irrigation targets seriously 
calls into question the food targets of the Commission. Iiri- 
gation occupies first place in the Commission’s plan to increase 
food production. The increase of 6.5 million tons in food pro¬ 
duction through programmes worked out by the State Gov¬ 
ernments as distinguished from the supplementary pro¬ 
grammes is expected to be achieved as follows : 

In million 


tons 

Major Irrigation Works 2.01 

Minor Irrigation Works 1.78 

Land Reclamation and Development 1.51 

Manures and Fertilisers 0.65 

Improved Seeds 0.56 


TOTAL 6.51 


F4 
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Out of the 6.51 million tons of additional foodgrains to 
be raised by the State Governments, as much as 3.79 million 
tons, i.e., more than 55 per cent is to come through irriga¬ 
tion. With the irrigation targets of the Commission so tho¬ 
roughly in a mess, with the expected increase from the minor 
works based purely on guess-work while that from the major 
ones based on unsound investigation, what chance can the 
Commission’s food targets have? There is every evidence 
to show that the Plan as it stands is incapable of realising 
even its meagre targets of food production, 



Chapter V 

POWER IN THE PLAN 


EQUAL importance is attached to the development of power 
in India. Indian industry, big and small, as well as her agri¬ 
culture need rapid expansion of power, provided conditions 
enabling its use are simultaneously created. Power will raise 
the productivity of labour in every sphere of production acti¬ 
vity, while reliance on unskilled manual labour makes for 
low productivity and income. 

In keeping with the backward conditions in India, the 
average per capita consumption of electricity is only 14 KWh 
per year—^in a number of States, it is below one unit—com¬ 
pared with 1,100 KWh in the United Kingdom, 2,207 KWh 
in the United States of America and 3,905 KWh in Canada. 

First, we have to do away with the shortage of power 
which already exists in the industrial sector of our econom3/. 

“There are many areas where the need for more 
electricity is immediate. In these areas, the growth of 
plant capacity has not been able to keep pace with the 
growth of load since 1940. There is an acute shortage 
of power in the Bombay area, Delhi, parts of Uttar Pra¬ 
desh, Madras and West Bengal. To meet the normal 
growth of load, which received an impetus during the 
years of the war, all available spare capacity was put 
under operation and in many installations there is no 
stand-by plant. During the years of war and after its 
end, it has not been possible to obtain additional plant 
or replacement. Several restrictions have had to be im¬ 
posed on new connections and devices like staggering 
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of holidays and of working hours, have had to be adopted 
to meet the minimum demands of industry.” (P. 345.) 

Second, there is a growing demand for electricity in 
agriculture also. 

“Since 1933, when State tube-well schemes were first 
taken up in Uttar Pradesh, there has been an increasing 
demand for electricity for tube well pumping. ... In 1948, 
about 35'f of the electrical energy generated by the 
Ganga Canal Grid in Uttar Pradesh (about 61 million 
KWH) was utilised for pumping of irrigation supplies 
with about 2,200 tube wells, owned and operated by the 
State. In Madras and My.sore, irrigation pumping is 
mostly done from open wells and tanks. In 1949 there 
were about 12,500 such consumers in Madras State alone, 
and they took about 11.2'v of the energy sold by the 
public utilities. About 20,000 applications for further 
connections are stat<?d to be on the waiting list because of 
the shortage of plant capacity.” (P. 346). 

How does the Commission proceed to deal with the ques- 
tiji of power so vital to indu.stry and agriculture alike ? 

In 1950, the total generating capacity of the public elec¬ 
tricity undertakings as well as railway and private installa¬ 
tions was 2.3 million KW, of which 1.7 million KW was gene¬ 
rated by public undertakings. 

'■'During the 12 years .since 1939, the total electric 
generating capacity has nearly doubled — from about 
1 million KW in 1939 to 1.71 million KW in 1950. The 
total electricity generated [in public electricity under¬ 
takings] has also increased from about 2,500 million KWh 
to 5,100 KWh during the same period”. (P. 341.) 

In this background, the Commission proposes to increa.se 
the production of power as shown in Table 13, p. 53. 

This certainly does noi seem to indicate a striking pro¬ 
gress. The percentage increase in power in public undertak¬ 
ings comes to about 63 per cent in the five years of planning 
whereas it was nearly 100 per cent in the preceding 12 years 
of British rule, years during which it was not pos.sible to add 
to the plant because of the war and post-war conditions. If 
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Table 13 

POWER PROJECTS IN THE PUBLIC SECTOR 

Additions Anticipated by 



Projects 

1955-56 in thousand KW 
(Installed capacity) 

I 

Bhakra Nangal 


96 

II 

Damodar Valley 


194 

III 

Hirakud Dam 


48 

2 

Madras, Mysore, Hyderabad 
Travancore-Cochin 

and 

402 

3 

Bombay area 


83 

4 

Bihar, Bengal and Madhya Pradesh 

88 

5 

Uttar Pradesh 


109 

6 

Projects in other areas 

TOTAL 

62 

1,082 


allowance is made for the war and post-war years, it may be 
found that the rate of progress in the Plan is actually lower 
than what was obtained without the Plan. That the Nehru 
planners cannot boast of a better achievement than the Britisl; 
is sufficient comment on the “revolutionary” character of the 
Plan. 

It is true that, according to the Commission, when all the 
projects are completed, the total increase in power capacity 
will be 1.4 million KW. But that is not to take place in the 
period of the Plan. 

Ccnisiiniption oj Electricity 

With the completion of the Five-Year Plan, our per capita 
consumption will have at best increased from 14 KWh to ?2 
KWh per year, as compared with 1,100 KWh in the United 
Kingdom. Obviously, with this increase one cannot hope to 
raise productivity of labour all round and meet the real de¬ 
mands of our industry and agriculture. The targets for pro¬ 
duction of electricity also are in line with the miserable targets 
set by the Commission for agriculture and industry. 

Disappointing as these targets are, it is doubtful if the 
entire production of electricity will be consumed. This seems 
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to be especially the case with the electricity produced by the 
costly multi-purpose projects. The estimated demand for 
electricity in relation to its installed capacity is as follows : 

Table 14 

ESTIMATED DEMAND OF POWER AND 
INSTALLED CAPACITY 

(In thousand KW.) 

Multi-Purpose Installed Firm Power Anticipated 


Projects 

Capacity 


Load 

1. Bhakra Nangal 

96 

72 

69 

2. Damodar Valley 

194 

144 

132 

3. Hirakud Dam 

48 

24 

24 


Accoi’ding to the Commission’s own admission, the esti¬ 
mate of demand in the Bhakra Nangal area is not based on 
any reliable foundation: “In the Bhakra Nangal Project, the 
load figures indicated in the above table are tentative pending 
the compilation of the results of a load survey which is in 
progress.” (P. 353.) As the figures stand at present, major 
reliance is placed on supplying power to existing industries, 
to the city of Delhi and for the electrification of 24 towns. 
How much of the power will be absorbed by new undertakings, 
contributing to additional production, is not known. 

As regards the Daniodar Valley Project, the Report states 
the following: 

“The present and prospective demands for power have 
been assessed on the basis of factual data, although ther e 
may be a time lag in the development of a part of the esti¬ 
mated demand as this includes conversion to electricity of 
installations employing about 136,000 H.P. of steam and 
oil which are old and have to be replaced.” (P. 353.) 
Firstly, the very estimates admit that the load will be 
below the production of power. Secondly, the estimate itself 
will not be realised immediately as it is admitted that there 
may be a time lag in the development of the estimated demand. 

“In the Hirakud Project, the initial load of 20,000 KWH 
comprises existing loads like those of colliery and towns; and 
supplies to two textile mills and to a cement factory at Rajgang- 
pur, and rural loads in the delta, etc.” It is further stated that 
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if an aluminium plant and a ferro-manganese plant, negotia¬ 
tions for the establishment of which are said to be in progress, 
are set up these will require about 35,000 KW power. 

Two things stand out from this. First, the demand 
for electricity from some of these costly projects will be below 
production. Second, a considerable part of the production 
may be taken only to replace other forms of power utilised by 
industrial units; how much will be utilised in the various 
regions for new industrial units is purely a matter of 
conjecture. 


Faulty Distribution 

There does not seem to have been much planning in the 
region wise distribution of these power projects, which could 
but be expected, considering the fact that many of these power 
projects were prepared and launched by the British Govern¬ 
ment. Planning is necessary to avoid waste and to utilise 
natural resources to the maximum. Planning ceases to have 
any meaning if the resources developed by one sector cannot 
be utilised by another; or because of faulty distribution, in 
some regions industries are starved of the resources necessary 
for their development, while in others resources go waste be¬ 
cause they cannot be utilised. 

The Bombay industrial region, comprising the city of 
Bombay and its suburbs which provides employment to about 
4,60,000 or nearly 17 per cent of the total number of industrial 
workers in the country, is not provided for in the programme 
of the Commission. The 84,000 KW of additional power pro¬ 
vided for in the Plan for the Bombay State is for regions other 
than the Bombay industrial region. That there is an acute 
shortage of power in this region is a well-known fact. Accord¬ 
ing to the enquiry into the economics of electricity planning 
made by Prof. C. N. Vakil, Director of the Bombay University 
School of Economics and Sociology, and Mr. P. R. Brahma- 
nanda, while the capacity of the electric plant in this region 
remained at 277,000 KW during the last 12 years, the maxi¬ 
mum demand increased from 154,000 KW in 1939 to about 
245,400 KW in 1950. Electricity generation increased from 
749 million KWh in 1939 to about 1,307 million KWh in 1950, 
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or by more than 80 per cent. Out of demands from indus¬ 
trial consumers for 184,000 KW received upto the end of 
1951, about 103,000 KW or more than half had to be rejected 
for want of sufficient electrical capacity. 

In spite of this scarcity and considering the import¬ 
ance of this region, the Planning Commission undertakes no 
special plan to supply electricity to this area. It contents 
itself with some additional works which are already in pro¬ 
gress and relies on the Tatas to develop a steam station. 

‘‘In the Bombay industrial region there has been acute 
power shortage since 1948. The additions to generating 
capacity, totalling 108,000 KW, which are already in pro¬ 
gress will be just sufficient to meet the demand upto the 
end of 1953. To meet the subsequent increases in demand 
for power, the Tata Power Co. have been recently permit¬ 
ted to build a 100,000 KW steam station at Trombay.^' 

^•w 

One would expect that in .so important a region, with an acute 
shortage of power, the need of a state project to remove the 
present shortage and meet future needs was beyond doubt. 
But the Commission believes otherwise. 

Judging from the expansion of power planned in the South 
and the industrial development envisaged in the Plan, thei’e 
are bound to exist surplus blocks of power. It is feared that 
the anticipated loads suffer from an element of exaggeration. 
In Madras and Hyderabad, the anticipated loads are well 
below firm power and the utilisation of surplus will be pos¬ 
sible only through supplies to the adjacent states. Here we 
see the real character of the planning done by the Planning 
Commission. Instead of an integrated plan, we get a number 
of projects of State Governments, many of them bequeathed 
to us by the British Government. The Commission accepts 
them all, perhaps makes some arrangement for financial assist¬ 
ance and calls it a Plan. 

It is obvious that large pockets of surplus power will exist 
in different regions not only involving waste of resources, but 
also making the costly projects still more costly. As the 
Commission itself observes 

“The development of power generating capacity should be 
co-ordinated with the development of load. If the lag 
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between power generation and load building is long, inter¬ 
est charges on capital mount up and make the undertaking 
uneconomic. . .Carefully worked out schemes for building 
up the load must be planned and executed along with 
schemes of generation. Every State government should 
set up suitable machinery to secure full development of 
the load as quickly and as effectively as possible.” (Pp. 360- 
61.) 

It cannot be said that the Planning Commission has strictly 
observed these very good rules. 

Prof. Vakil points out in his enquii*y referred to above 
that approximately Rs. 450 crores will be required for in¬ 
vestment in fixed capital such as plant, machinery and build¬ 
ings in various industries if the electricity to be generated 
in the different regions according to the Five-Year Plan is to 
be utilised at least partially. If investment in working capi¬ 
tal is added, a total investment of Rs. 1,058 crores in industries 
is necessary if the different electricity projects have to be uti¬ 
lised to at least half their capacity. As against this, the total 
investment on industries under the Plan comes to Rs. 707 
crores. 

The power production plan of the Commission consists of 
a number of separate projects, not integrated to the needs of 
the industry planned. The anarchy and waste involved in 
executing the projects prepared and launched by the Britisli 
will involve the country in loss, part of the additional power 
produced remaining unused. While there will be pockets of 
surplus pov>^er in certain regions, in others there will be acute 
shortage of power. Finally, the total production of power 
planned, at best, is very little. The rate of production is the 
same as under the rule of the British and is totally inadequate 
if we mean to develop our industry and agriculture rapidly. 
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THE COMMISSION AND INDIAN AGRICULTURE 


THE miserable targets set by the Commission in regard to 
food production, after proposing to spend huge sums on multi¬ 
purpose and irrigation projects, fertilisers and community pro¬ 
jects, follow from its refusal to face the basic problem of 
Indian agriculture, from its desire to placate the hind-owning 
feudal elements in the country. It is not accidental that in 
the bulky volume of the Five-Year Plan, landlordism and feu¬ 
dal relations and their effect on agricultural production are 
hardly mentioned. 

The draft report of the Commission at least showed some 
aw'arencss of the harmful character of feudal relations and at 
places candidly assessed the situation. It also addressed a 
mild warning against the bypassing of the main problem of 
Indian agriculture and attempts at improvement through the 
sheer weight of money. 

In the final report, however, there seems to be no aware¬ 
ness of it. We are face to face with a typical bureaucratic docu¬ 
ment, which, while stressing the importance of irrigation and 
rural credit, of the use of fertilisers and better methods of 
farming, forgets the men who are to till the land and increase 
production. The material means of impi'ovement have become 
a substitute for the removal of the feudal shackles that bind 
the peasant to deficit farming and destitution, 

India’s agrarian crisis expresses itself in a deficit of food 
and chronic famine conditions, in the depradations on the pro¬ 
ductivity of land, leading to a fall in production per acre; in 
a growing reliance on high-priced imports of food; ruination of 
the peasantry and a reduced consumption of food by the- 
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people of the country. The Five-Year Plan only aims to 
stabilise Indian conditions at the lower level of food consump¬ 
tion—a level below the pre-war standard. 

The growing deterioration of Indian agriculture is placed 
as follows in the Draft Outline of the First Five-Year Plan : 

“The average area for cereals for the three years end¬ 
ing 1949-50 was 183.8 million acres, as compared to an 
average of 167 million acres for 1936-37 to 1938-39, while 
the production of cereals for the corresponding periods was 
44.2 million and 46.1 million tons respectively. These 
figures are not exactly comparable because of differences 
in the coverage and certain changes in the machinery of 
reporting. But, broadly speaking, the fact remains that 
the increase in area is not reflected in a corresponding in¬ 
crease in production. In spite of substantial import.s of 
foodgrains from abroad in recent years per capita avail¬ 
ability for domestic consumption of cereals is lower than 
before the war.” (P. 12.) 

If the yield per acre had declined, there should have 
been at least an increase in the sown area per head to com¬ 
pensate for the fall in production. But it was not to be. 
The Draft Outline says : 

“Sown area per person has shown a steady tendency 
to decline. For British India, sown area per person was 
down from 0.88 acre in 1911-12 to 0.72 acre in 1941-42. 
For 1948, i.e. after the partition, the estimated sown area 
per person in the Indian Union works out at 0.71 acre. 
Evidence as to the trend of yields per acre is not conclu¬ 
sive. From some of the published figures available, it 
would appear that in respect of certain food crops, at 
any rate, the trend had been downward. It is difficult to 
assess the overall trend of production in agriculture, but 
the broad picture that emerges suggests conditions of stag¬ 
nation in this respect.” 

(Draft Outliney First Five-Year Plan^ p. 14.) 

“Stagnation,” however, is not a proper word to describe the 
rapid deterioration in agriculture that is taking place, as will 
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be seen from the following testimony of the Draft Outline 
itself : 


“While the area under cereals during the three years 
ending 1949-50 compared to the period immediately pre¬ 
ceding the war had not changed appreciably and had re¬ 
mained (taking comparable areas only) in the neighbour¬ 
hood of 167 million acres, the production has declined from 
46.16 million tons to 42.1 million tons. In terms of yield 
per acre this suggests a decrease from 619 lbs. to 565 lbs. 
Of the total fall in production, jowar, maize and wheat 
account for nearly half. Three years is not a sufficiently 
long period to establish a trend, especially when the avail¬ 
able statistical data may not always be dependable.” (P. 
76.) 


Decay of Induin AgriculUire 

The authors of the Draft are hesitating to draw a conclu¬ 
sion about the declining trend. The trend is not one of the 
last three years but is a continuation of the decay that set in 
after the advent of British rule. The following figures given 
by Dr. Burns in his Technological Possibilities of Agriculinral 
Denelopmeni in India, (1944), shows how the rot had already 
set in. 


Table 15 

AVERAGE YIELD OF RICE AND WHEAT PER ACRE 


Average Yield of Rice per Acre 

lbs. 

1914-15 to 1918-19 982 

1926-27 to 1930-31 851 

1931-32 to 1935-36 829 

1936- 37 861 

1937- 38 826 

1938- 39 728 

Average Yield of Wheat Per Acre 

1909-13 724 

1924-33 636 


(Pp. 55 and 57.) 
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The following figures show the same unmistakable trend 
of rapid deterioration : 


Table 16 

FALL IN FOODGRAINS YIELD PER ACRE (1936-51) 


Year 

Acreage in 

Production in 

Yield per 


million acres 

million acres 

acre in lbs 

1936-37 to 38-39 

158.8 

40.9 

.577 

1942-43 

164.0 

44.0 

60) 

1943-44 

166.0 

45.0 

607 

1944-45 

183.0 

46.0 

563 

1948-49 

189.6 

44.0 

520 

1949-50 

215.9 

49.7 

5 i 5 

1950-51 

212.4 

45.49 

480 


On the basis of the figures given in the Draft Outline, 
there has been a fall of nearly 9 per cent in the productivity 
cf land during the last fifteen years. The fall has continued 
under the Congress Government. No country can put up 
with such a fall without widespread repercussions on its entire 
economy. No wonder then that we are having recurrent fa¬ 
mines, chronic food shortage and deaths due to starvation, and 
are still far from reaching the pre-war standards of consump¬ 
tion in spite of our enormous food imports. 

This was the net result of the Grow More Food cam¬ 
paigns organised by the present and previous governments. 
Crores of rupees were wasted on the campaign to secure food 
increases without disturbing feudal relations. The Congre.s.s 
Government also spent crores of rupees for this purpose. Ac¬ 
cording to a statement made in the Parliament in 1951, in 
1949-50 and in 1950-51, the Central Government sanctioned 
Rs. 13.32 crores and Rs. 31,76 crores respectively for the 
campaign. 

In the meanwhile, the people were regaled with stories of 
additional production of millions of tons; figures showing in¬ 
creased quantities as well as percentages were circulated to 
create a picture of plentiful supply of food. This campaign, 
however, was pricked by a survey of the Reserve Bank of 
India. According to it, no sustained increase in production 




62 


INDIA’S FIVE-YEAR PLAN . 


in India had occurred as a result of the Grow More Food Cam¬ 
paign which has been in operation for the last eight or nine 
years. On the other hand, food production has shown a 
small decline in comparison with the best year’s output des¬ 
pite a rise in acreage under food crops, which reflects a dec¬ 
line in the yield. The investigation revealed that the achieve¬ 
ments of the campaign were not in proportion to the resources 
spent on it, that the campaign was often directed with greater 
attention to publicity than to concrete results. 

Thus fell efforts to raise food production by bypassing the 
peasant, bypassing the agrarian crisis arising out of feudal re¬ 
lations on land. 


Why This Decay? 

The complete bankruptcy of feudal land relations is plain 
to all. Under these the peasant loses his right of human exist¬ 
ence, lives from hunger to hunger, and the entire nation be¬ 
comes stunted and dwarfed, a ready prey to foreign imperial¬ 
ist adventurers. Feudal relations are an enemy of national 
freedom and economic advance. 

The fact that in large tracts of this country the ryotwari 
tenure, under which the occupant of the land holds it directly 
from the government, prevails does not alter the general pic¬ 
ture. Debt serfdom and subinfeudation persist strongly along 
with a very mild growth of new relations—capitalist relations. 
In these areas also the main problem is one of doing away 
with the obstacle of feudal survivals and their off-shoots. 

The continued feudal loot in the form of rent exactions 
and illegal cesses, together with peasant indebtedness, denude 
agriculture of all investment and prevents the application of 
scientific methods to land. Agriculture becomes a process of 
robbing the soil of its fertility; it becomes dependent on nature, 
the vicissitudes of seasons—a helpless prey to the elemental 
forces of nature. 

The failure of crops that takes place every year over large 
parts of the country, due either to excessive rains or shortage 
or scarcity of rains, demonstrates the dependence of agriculture 
on the elements. The year to year variations in the crops 
have only to be seen to realise the domination of elements 
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over the major occupation of the Indian people. The natural 
calamities which visit us every year are prevailing against us 
only because feudal relations have kept agriculture backward 
and the country poor. In this sense, the famines are not the 
result of natural calamities but are due to the social set-up, the 
feudal land relations. 

The sub-division and extreme fragmentation of land which 
obtain in India are a direct product of the backwardness of 
Indian conditions. There being no avenues for alternative 
employment, the competition for land increases every year, 
and the peasants accept impossible rent conditions and interest 
charges, and sell themselves in bondage together with their 
families to get a piece of land. Landlordism thrives on these 
conditions, competition enabling it to increase the rent to mon¬ 
strous heights for a tiny plot of land. Fragmentation and 
sub-divisions are nurseries of extortionate rents. 

The poison of feudal rack-renting has entered so deep into 
the country’s system that after ‘‘abolishing” landlordism the 
State governments continue to extort the same rent as before 
from the “liberated” peasants. In U.P., for instance, aboli¬ 
tion of landlordism has not meant to the peasant any relief 
from the feudal rent which he continues to pay at the old 
rate. 

Further, rack-renting leads to a vicious circle. The in¬ 
creasing sub-division and the high rents make it impossible for 
the peasant to cultivate land properly, while the impoverisJi- 
ment of the peasant makes it impossible for him to cultivate 
anything but a small patch of land to eke out his existence. 

What chance has formation of capital for investment in 
land under such conditions? The tiller is robbed of every¬ 
thing. He is left neither with any incentive nor with a sur¬ 
plus to invest in land. What incentive can he have when 
he knows he will be robbed of whatever is produced by his 
additional investment and efforts? 

To what ridiculous extent this sub-division has been go¬ 
ing on can be seen from the fact that an inquiry into undivided 
Punjab showed that about 81 per cent of the holdings were 
below 10 acres and 64 per cent were below 5 acres. In Uttar 
Pradesh, the Zamindari Abolition Committee found that 81 
per cent of the holdings were below 5 acres and 94 per cent 
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below 10 acres. In Orissa, peasants holding less than 4 acresi 
of land together with those who hold no land are 77.4 per cent 
of the total number of cultivators. 

About 95 per cent of the holdings in Himachal Pradesh are 
of 5 acres and less. The corresponding percentages for othei- 
States are: Travancore-Cochin 94.1; Bihar 83.3; Uttar Pra¬ 
desh 81.2; Coorg 76; Orissa 74; Mysore 66.2; Assam 66.1; West 
Bengal 62; Bombay 52.31; Madhya Pradesh 51.5; PEPSU 45.4. 
In Madras holdings assessed at Rs. 10 and less were 82.2 
per cent and those over Rs. 10 but not exceeding Rs. 30 were 
11.4 per cent. 

A break-down of tlie figures in Uttar Pradesh gives an 
insight into the utterly inefficient and rack-renting character of 
its agriculture. Those who hold less than 5 acres form near¬ 
ly 81 per cent of the total number of cultivators. Their ave¬ 
rage holding comes to about more than one acre and less than 
two acres which means that overwhelmingly large numbers 
have holdings of less than one acre. What chance has a pea¬ 
sant subsisting on this tiny plot of land against the landlord? 
How can he ever get out of the clutches of his feudal exploitei'? 
And what interest can he have to work more, to produce 
more? What resources are available to him to improve agri¬ 
culture? In these circumstances, agriculture can only decay: 
the peasant can only live by scratching the soil and become 
more and more impoverished. What can fertilisers do when 
the peasant cannot buy them? What can technical advice do 
when its implementation is beyond his capacity? 

Commission Evades Reality 

Does the Commission show an awareness of this basic 
reality in its agricultural Plan? The Commission deliberately 
misses this, though reality has forced itself on its attention. 
No wonder, then, that in the final report one does not find even 
a mention of this. It fights shy of any reference to feudal 
elements. However, in the Draft Outline, the members of 
the Commission observe : 

‘‘Agricultural workers constitute about a third of the 

rural population. The tenancy and other legislation en- 
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acted in recent years do not to any significant extent bear 
on their problems. A very large section of agricultural 
workers belongs to the scheduled castes and in a real 
sense, the main economic problem of this section of the po¬ 
pulation can only be solved if the land system provides 
increasing opportunity to the agricultural worker.... 
The great majority among them continue to eke out a 
bare existence. With agriculture organised as at present, 
the under-employment of agricultural workers and the 
lack of continuous work are chronic and these workers 
are the first victims of an imdue rise in prices or of short¬ 
age of food in rural areas. .. .It is not always realised that 
the existence of a large body of workers who have little 
to lose and live in indefensible social and economic condi¬ 
tions is itself a strong justification for effecting, as early 
as may be possible, radical changes in the structure gl the 
rural economy. For, it is because agriculture as an in¬ 
dustry is inefficient and cannot offer continuous work even 
to the agricultural producer that under the present condi¬ 
tions the scope for improving the condition of the agricul¬ 
tural worker is extremely small.” (P. 106.) 

This sums up the feudal land relations very precisely. 
When millions are starving for want of food, when crores are 
spent on imports from foreign lands and the food yield is dec¬ 
lining, the feudal land relations declare that one-third of the 
rural population is superfluous. In the face of this, the Com¬ 
mission is compelled to talk of “radical changes in the structure 
of rural economy”; but in its remedies and proposals it keeps 
silent about feudal land relations. 

The process of agricultural decay has advanced so much 
that area under fallows is increasing, because the peasant is 
often not able to cultivate the land for lack of bullocks or 
because the landlords are deliberately keeping the land fallow 
to avoid tenancy rights, thus sabotaging agricultural produc¬ 
tion. In its Draft Outline, the Commission observes as 
follows: 

“There appears to have been a noticeable increase 
in recent years in the area under fallows. Land utilisa¬ 
tion statistics of the post-war period and those relating 
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to the period before the war are strictly not comparable 
in the case of a number of States, but it is estimated that 
the net increase in the area under fallows amounts to 
about 10 million acres. Part of this is, no doubt, ac¬ 
counted for by political conditions prevailing in Hydera¬ 
bad, where this increase has been most marked and in the 
states affected directly by partition. Although in some 
States decrease in the area under fallows may be ob¬ 
served, there are others in which the increase is difficult 
to explain. To what extent difficulties in securing labour 
and bullock power, adverse seasonal factors and the 
effects of legislation relating to land reforms can account 
for increase in fallows is not certain.” 

(Draft Outline, First Five-Year Plan, p. 76.) 

Though the Commission itself is unwilling to reach a con¬ 
clusion, it has produced sufficient evidence to reach one. With 
the country importing lakhs of tons of food and cotton from 
abroad and spending crores of rupees on them, with every¬ 
one on short rations and tens of millions starving for want of 
food, the area under fallows increases by 10 million acres— 
such is the result of retention of landlordism or Congress- 
type “abolition” of landlordism. 

In its final report the Commission seeks to tone down 
its statement about increase in fallow land but it does so 
without any convincing argument or proof. The criticism 
about the increase in fallows therefore remains valid. 

By-passing the Main Issue 

The Commission is aware of the fact that mere spending 
of money by the State on agriculture leads nowhere, that hs 
problems are of a fundamental nature. 

“The bulk of the agricultural producers live on the 
margin and are unable to invest in the improvement of 
land. There is widespread under-employment of the 
agricultural producer and the rural artisan and the eco¬ 
nomy cannot provide and sustain continuous employment 
for the available labour. The problems of Indian agricul- 
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ture are far more fundamental than is commonly appre¬ 
ciated. This is apparenty jor instance^ from the fact that, 
in recent years, in spite of high prices, public investment 
on a scale never attempted before and legislation designed 
to give greater security to the tiller, there have been no 
7narked gains in production. The conditions of Indian 
agriculture are typical of a static, backward economy, 
which is unable to expand and keep pace with the grow¬ 
ing population.^’ (Emphasis added.) 

(Draft Outline, p. 94.) 

The authors of the Plan are thus aware that mere spend¬ 
ing of money on agriculture has not improved matters. The 
existing land relations have repeatedly defied all the available 
funds to improve Indian agriculture. And yet the members 
of the Commission themselves propose to spend hundreds of 
crores of rupees on agriculture without altering the existing 
land relations. They, of course, pretend that the Zamindari 
Abolition Acts constitute a radical land reform. But in reality 
they do not abolish the feudal burdens, and land rent conti¬ 
nues to be high under them. A small section of the peasants, 
certain upper layers, may get some benefit from the Acts. 

Under certain Acts which reduce the share taken by the 
landlord as rent a much wider section may get immediate 
relief. This, of course, is welcome. But this does not meet 
the basic need of the situation which is to clear agriculture 
of the feudal encumbrances that hamper its progress. 

The various State governments hope that with this relief 
given to smaller or larger sections of the peasantry the prob¬ 
lem of the Indian agriculture will be solved; the peasant’s 
interests will be reconciled with those of the landlord, and the 
ground will be cleared for the development of Indian 
agriculture. 

In reality, these Acts not only do not change the basic 
land relations; they also do not offer sufficient security or 
reduction in rent to help the rapid formation of capital in the 
hands of the peasant and to enthuse him to a greater produc¬ 
tive effort. With all the relief that the peasant might get he 
remains oppressed by the weight of feudal dues. 
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The Cominission writes : 

“The abolition of Zamindari, the fixation of fair rents 
for tenants, the provision of security of tenure for the 
cultivator, and the progressive substitution of usury by 
organised credit at reasonable rates are also steps cal¬ 
culated to promote economic and social equality. Rapid 
progress is being made in this direction in almost all 
States, the significance of which is sometimes not fully 
appreciated.’’ 

(Draft Report, p. 21 ) 
Zamindari Abolition Acts 

In the foregoing we noted the admission by the Commis¬ 
sion that recent land legislation, designed to give greater se¬ 
curity to the tiller, has led to no marked gains in production 
(which ought to .show what type of legislation it is); here 
it seeks to put its faith precisely in such legislation. The 
Commission writes as if rapid progress is being made in the 
direction of Zamindari Abolition Acts in all States. Is this 
true? Not in the least. The Zamindari Abolition Acts whose 
character we have seen above, have been enacted and enforced 
only in a few States. Uttar Pradesh, Madras and 
Madhya Pradesh alone can boast of .some kind of Acts. In 
Bihar the Act is still in the process of implementation. Orissa 
and Assam have yet to implement these Acts. In Bengal, 
even a draft bill is not yet ready. As for the feudal fortresses 
like Hyderabad, Rajasthan, Madhya Bharat, PEPSU, etc., 
they all, with the exception of the last one, have formally 
passed legislation for “abolition of jagirdari”. Till now none 
except Hyderabad and Saurashtra has enforced it. In spite 
of the confidence of the Commission that “rapid progress” 
is being made in the period of the Five-Year Plan, there does 
not seem to be much prospect of enactment of “Zamindari 
Abolition Acts” in a number of States. In the period of the 
Plan, feudal relations will continue over a big part of the 
country without the mask of Zamindari Abolition Acts. 

And what even if such Zamindari Abolition Acts are 
enacted all over India ? Do these Acts do away with the 
antiquated feudal land relations? Not in the least. Under 
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these Acts the peasants are not liberated; the majority 
do not get security of tenure either, nor are they free from 
rent exactions. To take but one instance, what is the posi¬ 
tion of the ordinary Uttar Pradesh peasant under the Uttar 
Pradesh Abolition of Zamindari Act? Liberation of the pea¬ 
sant apart, he is not even freed from excessive rent payments. 
The reason is noteworthy. The U.P. landlords are to be paid 
a compensation of Rs. 160 crores. The Government seek.s 
to realise the compensation money in a period of forty years. 
To pay compensation to the landlords, the peasant must con¬ 
tinue to pay the exacting rent established during the British 
imperialist days, for forty years to come. 

This is the brand of Congress liberation. And it is this 
type of abolition that the Planning Commission thinKs will 
promote social and. economic equality and solve the problem 
of leaving sufficient incentive and surplus to the peasant to 
take an interest in the land and improve it. 

Under the Act except for a few among the rich peasants 
who can pay 10 to 15 tim^s the rent in a lump sum and pur¬ 
chase bhumidar rights, thv* ^est are subject to the old provisions 
of the Tenancy Act regarding ejectments. They will have no 
security of tenure. 

The entire stratum of the rich peasants itself is neither 
liberated nor benefited by this or similar other Acts. All 
that these Acts do is to hold out the bait to the rich peasant 
that he can buy himself out without abolishing landlordism 
all over the country. He is persuaded to believe that all that 
stands in his way is just a small sum of money which he 
jshould now concentrate on accumulating. As the rich pea¬ 
sant has generally a surplus, he readily falls a prey to this 
illusion in the initial stages. The illusion is all the stronger 
because some individuals do succeed in buying themselves 
out. Such legislation only aims at splitting away the rich 
peasant from the common struggle against landlordism. Its 
aim is to stabilise the social base of the Congress in the vil¬ 
lages. It by no means solves the problem of the rich peasant, 
whose real interests demand the abolition of landlordism all 
over the country. Without this he cannot free himself and 
apply his resources and skill to agriculture and increase his 
surplus. 
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What a small percentage of tenants could pay 15 times 
the rent and purchase bhumidar rights was seen from the 
fact that the funds collected by selling these rights amounted 
to only Rs. 35 crores, whereas the target was Rs. 180 crores. 
Nearly 80 per cent of the tenants are imable to purchase these 
rights. They must toil and sweat as before, pay the same 
rent to meet the compensation claims of the landlords and 
get turned out if they fail to pay it. 

Certain provisions for security of tenure and reduction of 
rent are made under other Acts and the framers can very well 
say that things are not exactly what they were. They may 
claim that some immediate relief has been granted to the 
peasant through reduction of rent and that formal provision 
for security of tenure has been made where there was none. 

It is true that in some cases there is provision for re¬ 
duction of rent and to the extent that the provision is imple¬ 
mented, it does give relief to the tenant. The extent of this 
relief depends on the actual provisions in the Acts. Whatever 
relief they may give to the needy peasant, to whom no doubt 
every bit of relief is welcome, they do not end the feudal 
burdens under which agriculture continues to deteriorate. 
Nor do they offer him that security of tenure which is neces¬ 
sary to enthuse him to a greater productive effort. The pea¬ 
sant has still to struggle against evictions. 

After upholding the existing Acts, the Commission talks 
about a reduction in rents, leaving a fair return to the culti¬ 
vator, etc., all of which can only be taken to be mere lip ser¬ 
vice to well-known remedies. The Commission states : 

“It is necessary, on the one hand, to achieve agricul¬ 
tural targets in the Five Year Plan and on the otI:er 
hand, the land policy should be such as will reduce dis¬ 
parities in wealth and income, eliminate exploitation, 
provide security for tenant and worker, and finally, pro¬ 
mise equality of status and opportunity to different sec¬ 
tions of rural population. The achievement of these aims 
is an essential part of the purpose of the Five Year Plan.'' 

(Summary, Free Press Journal) 

As we have already seen, it is precisely these laudable 
objectives that will not be achieved, based as the Plan is on 
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the Congress conception of abolition of landlordism. What 
security, for instance, can the peasant have, when, as in the 
case of the U.P. after “abolition of landlordism,” 80 per cent 
of the tenants will be subject to the same law of eviction as 
in the days of the British imperialist rule? What chance of 
a radical reduction in rent, of improving the condition of the 
peasant can there be when one of the biggest States and the ear¬ 
liest to “abolish” landlordism allows hardly ciny rent reduc¬ 
tion to be able to pay compensation to the zamindars? 

Heavij Burden of Compensation 

It is surprising that the Planning Commission, which 
in its Draft Outline as well as in its Final Report writes so 
much on the re-organisation of agriculture, talks about har¬ 
nessing the peasant’s enthusiasm, recommends National Ex¬ 
tension Service to reach the peasant and carry to him the 
message of better methods of farming, is silent on the ques¬ 
tion of compensation to the landlords. Is it not sheer dema¬ 
gogy to talk about planning the economic life of a nation and 
observe silence on the question of maintaining feudal burdens 
which jeopardise that very economic life? 

How these burdens will continue to ruin the peasantry 
even after the “abolition” of landlordism can be seen from 
the following. The total sum which will be payable as com¬ 
pensation in various forms to the zamindars is estimated to 
amount Rs. 414 crores if the land reform programmes are 
implemented in Madras, the Uttar Pradesh, Bihar, Madh>a 
Pradesh, West Bengal, Orissa and Assam.^ This leaves out 
of account such big areas as Hyderabad, Rajasthan, Madl\ya 
Bharat, the main areas of feudalism par excellence. 

The fact is that the Government will be giving much more 
in compensation to the landlords than what the Planning Com¬ 
mission proposes to spend on agricultural and community 
development. The planners advertise that they will be spend¬ 
ing Rs. 360 crores on agricultural and community develop¬ 
ment in all Indian States. In the name of “abolishing” land- 

1. “Financial Aspects of the Abolition of Zemindari/’ Re¬ 
serve Bank of India Bulletin, 1950. 



72 


INDIA'S FIVE-YEAR PLAN 


lordism, the Government proposes to pay Rs. 414 crores as 
compensation to the landlords in a few States alone. The en¬ 
tire pro'^ramme of agricultural and community development 
could be financed from the proposed compensation. But the 
Commission which resorts to every device to secure finances 
for its Plan, including deficit financing and external aid, does 
not mention a word about this available source of finance. 

In the name of “abolishing^* zamindari, the Commission 
passes over in silence this huge compensation which keeps 
Indian agriculture mortgaged to feudal exactions, and hopes 
that its irrigation projects, fertiliser plants and multi-purpose 
projects will leave a surplus in the hands of the peasant for 
investment in agriculture and do away with the necessity 
of ending feudal domination. Fertiliser plants, river valley 
projects, irrigation pleins are no substitute for the primary 
task of freeing the peasant from feudal exactions. Those who 
think that they can be good substitutes are mistaken. 

Unable to employ more than one-third of the total pro¬ 
ductive man-power, unable to ensure a decent meal to the 
producers, grinding them down under poverty and the worst 
type of misery, the feudal land relations are an enemy of 
everything that is progressive. India’s productive forces can 
never find their full scope unless they are liberated from the 
chains of antiquated land relations. Those who represent the 
latter cannot be pampered by means of a huge compensation 
but have to be set aside in the interests of agricultural ad¬ 
vance. The Planning Commission fails to do just this. It 
fails to clear the ground for India’s agricultural advance by 
sweeping away the litter of old land tenures and relations. 
To remove the traditional obstructions and clear the ground 
for modern advance is the elementary duty of any planning 
body. Without it there could be no planning. But it is pre¬ 
cisely here where the Commission fails. Following the Con¬ 
gress policy of conciliating landlord elements, the Commis¬ 
sion is forced to rely only on expending certain sums on agri¬ 
culture, whose progress at every corner is hampered by the 
old order. That is why despite the spending of crores of 
rupees, the Commission cannot hope to do anything beyond 
the low targets set, why it cannot assure even as much food 
per head as was available under the British. 
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The poor targets of the Commission are a direct result 
of its failure to free agriculture from the old obstacles. They 
are a result of the fact that the Commission cannot count on 
rousing the peasants to throw their full weight in the struggle 
for the development of India’s agriculture. As a result, they 
have to base their results only on the minimum returns ex¬ 
pected on capital expenditure, and not on releasing the mass 
energy of millions of peasants. Need we, then, wonder thai 
after five years of planning, and spending crores of rupees, 
we will have the same per capita quantum of food as in 
1950-51 ? 

And yet, had the Commission shown greater vision, had 
it thought more of the people and less of the landlords, it could 
have roused the millions of Indian peasants into action to per¬ 
form miracles as in the Soviet Union and People’s China. One 
word of liberation in the ears of the peasant, one guarantee 
that he will not be subject to feudal exactions—and the pea¬ 
sant will throw his suppressed energy of ages into the battle 
for food. And then, aided by river valley projects and ferti- 
li.ser plants, he will work miracles. But not before. 

No Incentwe to the Mass of Peasants 

Under the Plan, excepting perhaps a tiny section, the vast 
majority will have no incentive and be destined to drudge for 
paying compensation and for increasing capital formation. The 
planners thus fail to create enthusiasm and incentive in those 
for whom they are planning. And this calls into question 
the success of the costly projects they are launching to increase 
agricultural production. 

Does the Commission propose any remedies to lessen 
other burdens on the peasant, so that he has more resources 
to invest in land? There is no proposal to reduce the bur¬ 
den of existing debts; nor is there any proposal to lower the 
level of taxation which the Central and State governments 
have piled up year after year. On the other hand, the deficit 
financing and the consequent inflation on which the Plan is 
based, propose to pile up still further burdens on the peasant, 
while the planned increase in production will not enable him 
to reach even the pre-war standard. That the peasant will 
lose heavily and will hardly have any resources to apply to 
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agriculture, is obvious if we take into consideration the rela¬ 
tionship between taxation and the production target. On the 
Commission’s own admission the fulfilment of the Plan will 
hardly enable us to reach the pre-war per capita availability; 
on the other hand, the heavy taxation of the present day will 
not only continue but increase. The State will be filching from 
the peasant a much bigger portion of his income than before; 
while disparities in distribution will ensure that he will not 
get a proportionate share of increased national production and 
will not reach his pre-war standard of consumption or 
resources. 


Example of China 

What abolition of feudal landlordism and distribution of 
land to the tiller can achieve has been demonstrated by New 
China, our neighbour. 

China depended on imported foodstuffs since 1721. A 
large proportion of cotton and other raw materials for textile 
industry were imported during the past few decades. In 1888, 
grain ranked sixth among China’s imports; by 1930 it had 
climbed to the second place and two years later it assumed the 
first place. In 1946, raw cotton from foreign countries took first 
place in imports and accounted for 92.8 per cent of all cotton 
used in industry. 

But in the short period of three years since liberation, 
China developed her agriculture so much that she no longer 
had to spend foreign exchange on importing grain and cotton. 

This success is particularly outstanding if we take into 
account the fact that years of war and KMT misrule had great¬ 
ly reduced the nation’s agricultural output. For example, 
grain output in 1949 was only 74.6 per cent and cotton 52 per 
cent of pre-war level. The Chinese peasants suffered great 
losses during the Japanese invasion and Chiang Kai-shek’s 
rule. The number of draught animals decreased by 16 per 
cent and roughly one in three of all major farm implements 
was destroyed. • 

The Central People’s Government had to rebuild Chinese 
agriculture under these difficult circumstances. Yet how 
well it succeeded! Taking the volume of food and cotton pro- 
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duction in 1949 as 100, food production increased to 117 in 
1950, to 128 in 1951 and was expected to be around 140 in 
1952; cotton production was 159 in 1950, 252 in 1951 and was 
expected to reach 300 in 1952. Thus production of foodstuffs 
in 1952 was expected to be 9 per cent above the pre-war level; 
and production of cotton was expected to be 50 per cent above 
the pre-war level. Compared with 1950, the production of 
tea in 1952 was expected to increase 2A times, tobacco by two 
times and silk by 50 per cent. There was also a marked 
increase in fruit-growing; the production of oranges, for in¬ 
stance, had doubled. 

The livestock industry has also progressed noticeably in 
these three years. Big animals increased by 26 per cent, sheep 
by 42 per cent. 

To what do the leaders of New China attribute their .sue 
cess in agriculture? Firstly to the land reform. 

‘ffn the first place we carried out systematically a na¬ 
tionwide land reform and, thereby, liberated the produc¬ 
tive forces of agriculture. As the broad mrisses of peasants 
became masters of their own land, their enthusiasm to 
produce rose to unprecedented heights, and they were able 
to bring about the rapid improvement of both agricultural 

production and their own livelihood . Prior to the 

land reform, most of these villagers lived on sweet pota¬ 
toes. Now that they till their own land, rice has become 
their regular staple food. This year, the yield of rice 
crops was 30 per cent higher than in the days of reac¬ 
tionary Kuomintang rule. In areas where the land re¬ 
form was completed earlier, the yield was even more re¬ 
markable.” (Li Shu-cheng, New Chinas Economic 
Achievements, pp. 189-90.) 

By 1952, nearly 60 to 70 per cent of China’s rural popula¬ 
tion was benefited by land reform. Some 700 million mou of 
land were distributed among the peasants. More than 30 
million tons of grains have been saved for them, which would 
have otherwise gone as rent to the landlords. 

Abolition of landlordism without compensation and distri¬ 
bution of land to the landless and poor peasants have achieved 
these advances. This is obviously a different programme from 
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that of offering huge compensation to the landlords in the name 
of zamindari abolition. 

Turning over the land to the tiller has led to a great up¬ 
surge in co-operative endeavour. Forty per cent of the 
country’s peasant families have formed various forms of mu¬ 
tual aid teams. Over 40,000 agricultural products co-opera¬ 
tives have been .set up. 

The release of the boundless energy has enabled the peo¬ 
ple of China to tackle natural calamities—a very valuable les¬ 
son for India, which suffers every year from them and whose 
agriculture is held at ransom by the elemental forces of Nature. 

‘'Under the guidance of the People’s Government, pea¬ 
sants have successfully overcome natural calamities. Wan¬ 
ton destructoin of forests and deliberate neglect of river 
dykes in the past brought great disasters to agricultural 
production. Today large-scale water conservancy pro¬ 
jects have either been completed or are under way, while 
the masses themselves have undertaken building of small¬ 
sized irrigation works on a very extensive scale. As a 
result not only has the flood menace been basically dealt 
with along the Yangtse, Yellow and Huai Rivers, but irri¬ 
gation has been extended, or improved in an area totalling 
nearly 15 million hectares. 

"More than 120 million people have been mobilised 
during the past three years to undertake the arduous task 
of preventing and combating insect pests. Results have 
been most gratifying. An estimated loss in agricultural 
production due to these causes, equal in value to 15 mil¬ 
lion tons of grain, has been prevented.” (Li Shu-cheng, 
Minister of Agriculture, People’s Republic of China, Trade 
Union Rexnew.. November 1952, p. 77.) 

This is how peasants respond to distribution of land and 
removal of feudal burdens. This is how they co-operate witli 
a regime that gives them land; transform agriculture and 
lay the basis of an alround development of national economy. 

The land reform has enabled the Chinese peasant to grow- 
ingly harness the achievements of science for the development 
of agriculture. Since liberation acreage of fertilised crop-land 
has increased by 15 per cent; and the amount of fertilisers 
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employed by 30 per cent. More than 13 million acres have 
now been sown with seed grains of improved quality. Over 
half of the area planted to cotton has been sown with high 
quality seeds. 

“Many farms and more advanced peasants have im¬ 
proved their farming technique and adopted the advanced 
experience of the Soviet Union. They now use the nie- 
thod of close planting and deep ploughing. Thousands 
upon thousands of advanced peasants who have created 
new records in production have emerged.” 

{Ibid,, p. 77.) 

And lastly, there is the patriotic competition among pea¬ 
sants to increase production. 

“It is a concrete expression of the unprecedented up¬ 
surge of the peasants’ political and productive enthusiasm. 
It is a movement embracing hundreds of millions of 
peasants who are striving for still higher and better yields. 

“Current patriotic drive for increased production has 
already revealed the immensity of productive forces al¬ 
ready being developed in China’s agriculture, as well as 
unlimited possibilities of developing the still latent poten¬ 
tialities among peasant masses, thereby bringing about 
further improvement in rural economy.” (/bid.) 

Such is the story of a country which removed the feudal 
obstacles to the progress of its agriculture. These achieve¬ 
ments were secured within a period of three years, when 
New China was still busy protecting her territory from inter¬ 
nal saboteurs and foreign aggressors. 

Great as these achievements are, the Government and lea¬ 
ders of New China do not parade them as planned economy 
or a new millenium. They do not call them China’s Three 
Year Plan. They correctly characterise them as triumphs of the 
period of rehabilitation which lay the basis for planned re¬ 
construction of China’s economy. These big successes then 
are only the groundwork for unleashing the full energies of 
the people of China to build a prosperous and happy country. 

“These brilliant achievements have provided China not 
only with enough food and cotton to feed and clothe her 
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own population, the largest in the world, but also for the 
first time in 200 years to export large quantities of surplus 
grain to help other countries.” 

(Ibid., p. 75.) 

We are of course standing witnesses to the surplus since 
we received half a million tons of grain in 1951 and were book¬ 
ed to receive 100,000 tons in 1952. Nothing could offer a 
bigger contrast between the two regimes than this shipment 
of surplus grain and rice from China to India—China which 
had freed her peasantry from feudal burdens and India which 
had retained them. 

In this way, China not only solved her food problem, but 
also completely solved her balance of payments problem. She 
no longer had to import grains and cotton from abroad. She 
was able to get rid of her dependence on imperialism for food 
and important raw materials like cotton. This laid a good 
foundation for the country’s industrialisation and ensured its 
development. 


The Ccnri7nission*s Land Policy 

In India, however, our planners have turned their backs 
on a correct land policy, and have adopted one which cramps 
production and keeps the peasant down. 

“The future of land ownership and cultivation consti¬ 
tutes perhaps the most fundamental issue in national de¬ 
velopment. To a large extent the pattern of economic 
and social organisation will depend upon the manner in 
which the land problem is I'esolved.” (P. 184.) 

If these words raise expectations of an attack against the feudal 
exploitation of the peasant, the planners take immediate care 
to di.spel them. They bless the present legi.slation which 
keeps the peasant crushed under the feudal burdens. 

They are satisfied with this “abolition”; they are satisfied 
that “the State has now come into direct contact with the occu¬ 
pier of the land.” They do not ask the question whether this 
has reduced the burdens of the peasantry and made it more 
resourceful. All that they are bothered about is whether the 
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bonds issued to the zamindars in payment of compensation 
may be made convertible into shares in projects undertaken by 
the State Governments concerned and by the Central Govern¬ 
ment. 

Not believing in the redistribution of land and giving it to 
the tiller, the Planning Commission has taken to playing a hoax 
on the agricultural workers who constitute a third of the rural 
population, and about whom the Commission wrote as follows 
in the Draft Outline : 

“Agricultural workers constitute about a third of the 
rural population ... A very large section of the agricultu¬ 
ral workers belongs to the scheduled castes and in a real 
sense the main economic problem of this section of the 
population can only be solved if the land system provides 
increasing opportunity to the agricultural worker.’’ (P. 
106 .) 

Obviously, the immediate demand of this section is land, but 
the Commission makes no proposal to satisfy its land hunger. 
It says the following in connection with the distribution of lan<l 
and the agricultural worker: 

“Schemes of land distribution are likely to confer 
somewhat restricted benefits on agricultural workers other 
than tenants... In view of this difficulty, the contribution 
which the movement for making gifts of land, which has 
been initiated by Acharya Vinobha Bhave, has special 
value, for it gives to the landless worker an opportunity, 
not otherwise easily available to him.” 

That the Commission in all solemnity should recommend 
the Bhoodan stunt only shows their bankruptcy and leaves Its 
members open to the charge of lack of sincerity. For <he 
Commission members, Nehru, Deshmukh and Nanda at least 
are too intelligent to believe that the Bhoodan Yagna 
Movement has any serious potentialities. The fact that tlioy 
recommend it further shows that their own measures offer still 
less prospects to the landless to get land. To say that thei? 
schemes of land redistribution confer somewhat restricted )?e- 
nefits on agricultural workers is to deliberately understate tht- 
truth. The fact is that in the Commission’s schemes of land 
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distribution there is no place for the landless except perhaps 
to a very insignificant extent. That is precisely why the 
members are forced to recommend the Bhoodan stunt as a 
serious measure. 

The Commission’s scheme of land distribution is nothing 
but that embodied in the abolition of zamindari acts or bills. 
Under these a tenant who pays in advance a few years’ rent 
gets proprietary rights in the land tilled by him. In the U.P. 
Act the tenant has to pay ten to fifteen times the annual rent 
in advance to secure the Bhuviidhar rights. As has been 
shown before, nearly 80 per cent of the tenants are unable to 
buy these rights. The majority continue to pay feudal rents, 
as if they are still directly exploited by the zamindars. 

Under the land policy sanctioned by the Commission, 
neither the agricultural worker nor the overwhelming majo¬ 
rity of the peasants gets land. The Commission thus bars the 
way to rousing the mass cf peasantry to take an interest in agri¬ 
culture and develop its productivity. The Commission’s in¬ 
terest, therefore, centres round the thin stratum of *‘substan- 
tial” owners. By laying down the norm of efficient management 
for substantial farms «ind recommending that Government, 
should take over farms which are managed below the norm, 
the Commission thinks that it can keep agricultural produc¬ 
tion in an advanced condition. This emphasis on substantial 
or rich peasant is not accidental. Politically this stratum forms 
the social base of the Co7igress m the villages and the Congress 
Governments, through their land acts seek to consolidate it. 

The Commission hopes that a large number of rich pea¬ 
sants will be able to buy themselves out under the Zamindari 
Abolition Acts and help in improving agricultural production. 

This however is a fond hope. The Zamindari Abolition 
Acts will not eliminate the contradiction between the interests 
of the rich peasants and the big landlords. The majority of 
rich peasants will not be able to liberate themselves complete¬ 
ly nor will they be able to develop their economy in full and 
contribute to agricultural advance till landlordism is abolished 
without compensation. 

Besides, in spite of the subjective desire of the Congress 
governments to win over this stratum, it is being subjected to 
increasing attacks by these very governments through increase 
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in water rates, betterment levies, etc. And it also faces 
extreme difficulties when prices of agricultural commodities 
fluctuate violently. The Congress governments will not, 
therefore, succeed in solving the problems of this stratum. 

The Commission seems to be bothered very much about 
setting an upper limit to the land in the possession of a single 
individual. It seems to fear that unless such a limit is impo¬ 
sed there may bo a return to some kind of intermediary rights 
in spite of “abolition’' of zamindari. The fear of the Com¬ 
mission is justined. The type of “abolition” that is planned 
will not stop the impoverishment oi' the peasantry and the 
competition for land. But the remedy does not lie in only 
laying down an upper limit, but firstly in creating conditions 
for mass enthusiasm among the peasants by distributing land. 
Measures restricting land acquisition will have effect only on 
this basis. 


F e 



Chapter VII 


COMMUNITY DEVELOPMENT AND 
RURAL EXTENSION 


HAVING rejected the method of rousing the peasant masses 
through distribution of land and abolition of all feudal bur¬ 
dens, the Commission is tbrced to find ersatz remedies. 
It realises that by merely spending large sums of money on 
different items hardly any results will be achieved. Production 
is not just a sum of monies spent on various items. The live 
force in production is human beings, without whose activisa- 
tion there will be no results. In their search they have landed 
on what they call “community development.’' To quote the 
Commission : 

“Community Development is the method and Rural 
Extension, the Agency through which the Five Year Plan 
seeks to initiate a process of transformation of the social 
and economic life of the villages. The Plan provides Rs. 90 
crores for community projects and proposes the establish¬ 
ment over a period of about ten years of a network of 
extension workers throughout the country.” (P. 223.) 

What is this new discovery of community development? It 
is nothing but the realisation that mere expenditure of sums 
of money without rousing the peasantry does not lead to any 
result s. The peasant who was ignored in connection with land 
legislation and payment of compensation to the landlords has 
come back again claiming attention. Of course, it cannot be 
said that with this realisation the planners come to correct 
methods of securing the co-operation of the peasantry. 

Among the lessons from the experience of the past which 
“have been brought together in the conception and concrete 
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formulation of the community development programme,” the 
Report mentions the following : 

“Programmes which have been built on the co-opera¬ 
tion of the people have more chances of abiding success 
than those which are forced down on them. 

“While the official machinery has to guide and assist, 
the principal responsibility for improving their own con¬ 
dition must rest with the people themselves. Unless they 
feel that a programme is theirs and value it as a practical 
contribution to their own welfare, no substantial results 
will be gained. 

“There has to be a dominant purpose round which the 
enthusiasm of the people can be roused and sustained, a 
purpose which can draw forth from the people and those 
who assist them on behalf of the Government the will to 
work as well as a sense of urgency. The aim should be 
to create in the rural population a burning desire for a 
higher standard of living—a will to live better.” (Pp. 223- 
224.) 

It will be seen that there is nothing new or profound about 
these “lessons” of the past. These are commonplaces which 
have been asserted against the British and their policies. It 
is true that the bureaucrats under the British rule remained 
insensible to them. But, for the Commission to assert these 
as something new is to appear profound where no profundity is 
involved. 

Wliat are the other lessons on which community develop¬ 
ment is based? The Commission writes : 

“Until a few years ago, the expenditure on develop¬ 
ment was meagre and rural development work was 
thought of largely in terms of particular items of improve¬ 
ment in village life and in agricultural practice and special 
attention was given, for instance, to the number of wells 
sunk or repaired, for the supply of irrigation or drinking 
water, the supply of seeds or fertilisers, or the number of 
manure pits dug, starting of rural credit societies etc. 
These are essential items in any rural programme, but 
there was no co-ordinated approach to village life as a 
whole.” (P. 223.) 



S.|. INIOIA'S FIVE-YEAR PLAN 

But now under community development, there is to be 
a co-ordinated approach. 

*‘When different departments of the Government ap¬ 
proach the villager, each from the aspect of its own work, 
the effect on the villager is apt to be confusing and no 
permanent impression is created. The peasant’s life is 
not cut into segments in the way the Government’s acti¬ 
vities are apt to be; the approach to the villager has, there¬ 
fore, to be a co-ordinated one and has to comprehend 
his whole life. Such an approach has to be made, not 
tln-ough a multitude of departmental officials, but through 
an agent common at 1ea.st to the principal departments 
engaged in rural work, whom it is now customary to des¬ 
cribe as the village level worker.” 

. the best results will be gained if the programmes 
are pursued intensively....” (Pp. 223-224.) 

The Commission quotes the Grow-More-Food Enquiry 
Committee’s observations which examined the results of the 
campaign for increased food production that has been in pro¬ 
gress for several years. 

‘‘No plan can have any chance of success unless the 
millions of small farmers in the country accept its objec¬ 
tive, share in its making, regard it as their own, and are 
prepared to make the sacrifices ncce.ssary for implement¬ 
ing it. The integrated production programme has failed 
to arouse enthusiasm for the reasons we have given. The 
feed problem is a much wider one than mere elimi¬ 
nation of food imports. It is the problem of bringing 
about such a large expansion of agricultural production 
as will assure to an increasing population progressively 
rising levels of nutrition. In other words, the campaign 
for food production should be conceived as part of a plan 
for the most efficient use of land resources by the appli¬ 
cation of modern scientific research and the evolution of 
a diversified economy. In its turn, agricultural improve¬ 
ment is an integral part of the wider problem of raising 
the level of rural life. The economic aspects of village 
life cannot be detached from the broader social aspects; 
and agricultural improvement is inextricably linked 
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up with a whole set of social problems. The lesson to be 
derived from the working of the G.M.F. programmes thus 
confirms the experience of States and private agencies 
engaged in village development. It is that all aspects of 
rural life are interrelated and that no lasting results can 
be achieved if individual aspects of it are dealt with 
in isolation. This does not mean that particular problems 
should not be given prominence but the plans for them 
should form parts of and be integrated with, those for 
achieving the wider aims. It is only by placing this ideal 
—of bringing about an appreciable improvement in the 
standards of rural life and making it fuller and richer 
—^before the country and ensuring that the energies of 
the entire administrative machinery in the states and the 
best nonoflicial leadership are directed to plans for its 
realisation that we can awaken mass enthusiasm and enlist 
the active interest and support of the millions of families 
living in the countryside in the immense task of bettering 
their own condition,’' (P. 231.) 

The scheme of community development then consists of 
an attempt to rouse people’s enthusia.sm by concentrated gov¬ 
ernment expenditure not only on questions directly connected 
with agricultural development but also on other questions, 
such as rui’al housing, health, education, communication etc. 
This expenditure is to be concentrated on specific areas, in¬ 
stead of being widely dispersed as in the past. 

It is thought that if problems affecting the entire life of 
the village are attacked, this would create sufficient enthu¬ 
siasm among the people to participate in the plans for rural 
development. 

To bring this about, the Commission proposes the estab¬ 
lishment of a National Extension Service for intensive rural 
work which could reach every farmer tuid assist in the co¬ 
ordinated development of rural life as a whole. “Extension 
is a continuous process de.signed to make the rural people 
aware of their problems, indicating ways and means by which 
they can solve them.” During the period of the Plan about 
120,000 villages are to be brought within the operation of tlie 
extension, i.e. one-fourth of the rural population. 
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Mam Issue Ignored 

This then is the scheme which is supposed to transform 
the face of the countryside. How far are the claims of its 
advocates justified? 

There is no doubt that all past schemes of rural better¬ 
ment, including the Grow More Food Campaign, have failed 
miserably. It is equally true that they failed because they 
failed to rouse the rural masses. But it is not true that they 
failed to rouse the rural masses because they attacked only 
the economic aspects of village life. 

The fact is that all those schemes attempted to bypass I he 
main question of Indian agriculture—the turning over of the 
land to the tiller by doing away with feudal relations. With¬ 
out land for himself, without land as his property, and with¬ 
out being freed from the burdens of debt and rent, the peasant 
could not be roused to throw himself into the struggle for 
rural improvement. It was not a question of attacking only 
the economic aspects, but of bypassing the basic economic 
question. The Commission seeks to burke this main issue. 
Apart from this the sums spent for the various items were 
often farcical, making it clear that the Govermnent w^as not 
serious about a radical improvement. 

How does the Commission’s Community Development 
Scheme change the situation in this respect? What does it 
contain that distinguishes it from the previous schemes? 

It will be seen that so far as the main question is con¬ 
cerned, there is nothing in the Community Development Pro¬ 
gramme that distinguishes it from all previous schemes which 
have failed. The Community Development Programme is as 
much an attempt to bypass the fundamental question of Indian 
agriculture as any other previous scheme. 

AJl that it does is to attempt to sidetrack the attention 
of the rural masses from the question of land relations by 
spending large sums on various items of village life. Irriga¬ 
tion, sanitation, health, housing, are all there. But the dis¬ 
tribution of land is not there. Under these circumstances 
why should the Community Development Programme rouse 
the millions of small farmers? Why should they make the 
Plan their own? The planners themselves have realised that 
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without public co-operation, without rousing the peasant 
masses, no Plan will succeed. 

Exaggerated Expectations 

Is it possible today to make the peasant throw himself 
wholesale into the struggle for increased food production £ind 
rural improvement with feudal exploitation continuing as 
before ? Can he be roused to action with the present debt- 
load which takes away a better part of his produce ? Is the 
peasant, under these circumstances, at all sure that the fruits 
of his labour will be enjoyed by him and not appropriated 
by the landlord or the moneylender or by the slate? 

“it is necessary to stress the importance of ensuring 
right from the start, the people’s participation, not merely 
in the execution of the Community Development Pro¬ 
ject but al.so in Planning. This in fact is the very essence 
of the Programme.” 

(The First Fwe-Year Plan. p. 228.) 

It is precisely this co-operation that will not be forthcoming. 
The vast mass of peasants in the Zamindari areas, who must 
pay 10 to 15 years’ rent to secure a piece of land of their 
own, cannot be roused just because the Community Develop¬ 
ment Scheme promises to spend something on housing, etc. 

A few from among the rich peasants who have sufficient 
means to buy land may be activised to participate in these 
schemes. Their number is very small. But the vast mass of 
peasants cannot but remain passive spectators. 

The idea that the entire face of the countryside can be 
transformed by the programme of Community Development 
schemes is wholly exaggerated. Individual farms and far¬ 
mers may benefit; in some block production may increase 
but taken as a whole, the Community Development Scheme 
is destined to go the way all previous schemes of rural im¬ 
provement have gone. The idea that by bypassing land rela¬ 
tions and spending large sums on all other items of rural 
life the villagers can be roused will be found to be a costly 
illusion. 
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A Co-ordinated Approach 

There can be no two opinions on the question that pro¬ 
blems of rural life should be tackled simultaneously. But 
this has to be done by first solving the basic problem of land. 
With this done, how the entire rural mass throws itself into 
the struggle for rural transformation, can be seen from the 
example of China. The great progress in agricultural pro¬ 
duction that has taken place in China as a result of the land 
reform has already been noted. But this is not all. 

“The land reform has produced great economic, po¬ 
litical and cultural gains and brought about rapid change.s. 
After its completion, the countryside has assumed an en¬ 
tirely new appearance.Tilling their own land, the 

peasants today arc launching large-scale patriotic emula¬ 
tion campaigns to increase production. They are working 
for their welfare as well as for the nation’s reconstruc¬ 
tion. Tens of millions of peasants have actually joined 
mutual-aid teams and agricultural producers’ cooperatives. 
They have sold some of the means of production acquired 
and have brought large numbers of draught animals, 
water-wheels and new types of farm implements to im¬ 
prove and expand their farming activities. Farming tech¬ 
nique has been gradually improved and agriculture in 
general rapidly restored and developed.” 

(Neio China’s Economic Achievements, p. 171.) 

As a result production in 1952 was expected to be 40 per cent 
higher than in 1949 and 9 per cent higher than the maximum 
pre-war production (1937), 

The land reform has led to a great urge for organisation. 
“Tempered in the land reform struggle, large numbers of ac¬ 
tive elements have emerged from among the peasants. In 
1951, in East China Area alone, more than 300,000 peasants 
joined the New Democratic Youth League of China. The 
members of peasants’ associations in East, Central-South, 
South-West and North-West China number more than 88 mil¬ 
lion, of whom about 30 per cent are women” (Ibid., p. 172.) 
This gi*eat organisational upsurge ensures mass participation in 
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all rural activities and also proper leadership coming straight 
from among the peasants. 

“Land reform has accelerated cultural development 
in rural areas. Primary schools and primary school pu¬ 
pils in the countryside have greatly increased in numbers. 
The number of primary school pupils throughout the 
country, at the beginning of the autumn semester this 
year (1952), stands at 49 million or 65 per cent of the 
total number of school-age children. The pupils of pri¬ 
mary schools now include a number of students who are 
past school age. The number of adult peasants entering 
wdnter schools is increasing every year. Many of the 
w'inter schools have, in fact, become regular spare-time 
schools. Literacy classes, newspaper reading groups and 
black-board newspapers have been established even ia 
the remotest villages/’ 

(7b?d... p, 173.) 

Equally enthusiastic is the participation of the Chinese 
peasants in the prevention of floods and building of irrigation 
works. 


“Since the founding of People’s Government, tens 
of thousands of check-darns have been repaired and built 
by peasants oi-ganised under the leadership of the local 
people’s government. .. .Another immense task under¬ 
taken by the masses is the work of preventing floods in 
the flood season.... The liberated Chinese people have 
done a great deal in their work of developing irriga¬ 
tion and pi’oventing draught. 

“Meanwhile, many local people’s governments have 
encouraged the masses to repair and build small-scale ir¬ 
rigation projects including ditches, reservoirs and em¬ 
bankments for storing water. Preliminary figures show 
that such projects number more than 3,360,000.’' 

(Ibid., pp. 205-06.) 

Similarly increasingly large numbers of peasants ai e par¬ 
ticipating in the cooperative movement. According fo the sta¬ 
tistics, for the second quarter of 1952, New China’s coope- 
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ratives totalled 36,482 with over 106 million members. Of these 
31,953 are rural supply and marketing societies with 95,460,000 
members or 20.14 per cent of the total rural population. 

Such is the many-sided attack on rural problems ensured 
by the land reform. Here is a co-ordinated approach to the 
rural masses, without cutting peasant life into segments. 
Here is also the required popular co-operation and participa¬ 
tion without which no plan can succeed. The basic condi¬ 
tion is land reform, which is precisely what is absent in the 
Community Development Schemes. In the absence of the 
basic reform, therefore, people s cooperation and transforma¬ 
tion of rural life will only remain distant dreams. 

American "‘Assistance^* 

But the dangerous and anti-national aspect of the Com-' 
munity Development Programme is that it “is related to and 
supported in part by most of the other projects under the Indo- 
American Technical Co-operation Programme. The fertilisers 
required by the Community Development Programme will be 
acquired and distributed in accordance with the Operational 
Agreement No. 1 which deals with the “Project for Acquisition 
and Distribution of Fertilisers.” Similarly the iron and steel 
needed for farm implements and tools will be acquired and 
distributed in accordance with the “Project for the Acquisition 
and Distribution of Iron and Steel for Agricultural Purposes.” 
The tube-wells to be constructed in the project areas will be 
allocated from the “Project for Ground Water Irrigation.” In¬ 
formation and services with respect to soils and fertiliser appli¬ 
cation will be made from the “Project for Distribution of Soil 
Fertility and Fertiliser Use.” Assistance in malaria control in 
the project areas will be forthcoming from the “Project for 
Malaria Control Planned under the Technical Co-operation 
Programme.” The training of village local workers and pro¬ 
ject supervisors will be carried out under the “Village Work¬ 
ers’ Training Programme”. 

Almost every sphere of activity under the Community 
Development Programme is dependent on American “assist¬ 
ance.” This assiustance is far from being a helping hand given by 
one friendly country to another. It is just the thin end of the 



COMMUNITY Dl^VELOPMENT AND RURAI. EXTENSION 


91 


wedge to penetrate India’s economic life. The very purpose 
and terms of this assistance reveal that it is meant to advance 
the global interests of American monopolies and is used Lo 
impose humiliating conditions on us. 

The very terms of the Indo-American Technical Co-ope¬ 
ration Agreement reveal its reactionary character. Accord¬ 
ing to them the Director appointed by the U. S, A. and his 
staff shall be regarded as part of the diplomatic mission of the 
Government of the U. S. A. and shall share fully in the privi¬ 
leges and immunities enjoyed by that mission and its personnel. 
All facilities .shall be provided to the Technical Co-operation 
Directorate and the Administration. It will share fully in all 
the privileges and immunities, including immunity from suit 
in the courts of India, which are enjoyed by the Government 
of the U. S. A. 


Aji Independerd Asscssvient 

The anti-national character of the Agreement was exposed 
in the following powerful words by no less a person than .1. C. 
Kumarappa, Director, Akhil Bharat Sarva Seva Sangh, War- 
dha, in a letter he wrote to Sri S. K. Dey, Director, Community 
Project Administration, on August 21, 1952. 

“The Indo-U.S. Technical Co-operation Agreemenx 
signed by our Prime Minister and the U.S. Ambassador is 
unworthy of any self-respecting independent country as it 
confers diplomatic immunity to private citizens working 
in our country. This helps to create foreign pockets in 
our land. While the U.S.A. contributes only about two 
annas in the rupee, it is given a controlling voice in the 
affairs of the Community Projects. 

“The whole scheme reflects an amazing lack of confid¬ 
ence on the part of the Prime Minister in the ability of his 
colleagues that he should bow so low to invite foreigners 
to rebuild our countryside. 

“Any such programme necessarily involves an inti¬ 
mate knowledge of the human element as an important 
factor in the situation. This scheme completely ignores 
this essential consideration. 
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“The scheme seems to bj^pass the fundamental rural 
question, land reform. Hence it is futile.... 

“This is part of the American cordon attempted to be 
laid to encompass Russia, from Korea to West Germany. 
Therefore India is being led the way Korea has gone. 
There is danger in falling a prey to the American bloc. 
So those of us who ai*e committed to non-violence can¬ 
not be associated with the scheme. 

“Generally my fear is that this is the thin end of the 
Avedge of the era of American Financial Imperialism striv¬ 
ing to fill in the vacuum created by an inefficient adminis¬ 
tration in the wake of departure of British Political 
Imperialism. . . . ” 

Such is the independent assessment of the Community 
Projects and American aid which dominates them. We have 
already noted how the projects scheme will fail to rouse the 
peasants. The American domination makes this inevitable. 
The parading of arrogant foreigners in our countryside, obvi¬ 
ously all for domination, is bound to chill all enthusiasm even 
in those who may be temporarily roused. 

The amazing faith in the paltry sums doled out by the 
Americans and the batches of technical experts sent out by 
them is only the oihei* side of a lack of faith in our own people. 
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ANY plan claiming to be a national plan ninst, first of all, take 
note of the fact that India’s industries ai*e dominated by Bii- 
tish capital and propose measures to end this domination, and 
free the country from its economic thraldom. Without tins, <d 
course, there can be no progress. Without it, all Indian plans 
will be at the mercy of the foreign imperialists. 

There is, of course, not a word of this foreign dominatioi' 
in the two bulky volumes of the Five-Year Plan. One would 
imagine as if the problem did not exist. But facts are facts 
and they cannot be just brushed aside because certain “plan¬ 
ners’^ find them inconvenient. 

According to the Census of Foreign Liabilities and Assets, 
published by the Reserve Bank of India, the total foreign 
investment in India, as it stood in June 1948 was Rs. 1,04(5 
crores. Of this Rs. 648 crores were in the official sector (i.e. 
the foreign liabilities of governmental organisations); and 
Rs. 398 crores were in the non-official sector (i.e. investments 
in private industries) out of which British investments ac¬ 
counted for Rs. 248 crores, representing 72 per cent of the: 
total. 

The market value of the investments in private sector 
was Rs. 518.90 crores, the United Kingdom accounting for Rs. 
375.61 crores and the United States for Rs. 30.14 crores. (Cen¬ 
sus of India's Foreign LiabiliUes and Asset p. 120.) The 
Census observes : “On the basis of these calculations, the 
country’s total long term business liabilities might be regarded 
as nearing Rs. 520 crores.” 

On the same basis the total value of foreign inve.stmenls 



04 


INDIA’S FIVE-YEAR PLAN 


in public and private sectors amounted to Rs. 1,166 crores, 
Britain held a major share both in private and public sectors. 

These investments enable the British to control and do¬ 
minate most of our important industries as shown by the 
Memorandum (1951) of the Secretariat of the Central Cabinet. 
According to it, foreign capital, mostly British, controlled 97 
per cent of the establishments of petroleum industry in India; 
93 per cent of the rubber industry; 90 per cent of match; 89 
per cent of jute; 86 per cent of tea; 73 per cent of metallurgi¬ 
cal; 62 per cent of coal; 54 per cent of rubber plantations; 
46 per cent of banks; 47 per cent of electrical; 33 per cent of 
machine building and 21 per cent of textile industries. 

This domination enables British imperialism to exploit 
the people of India and keep them in perpetual poverty, and 
gives the British imperialists a veto over India’s industrial 
progress. 

It further mortgages our foreign trade to the British impe¬ 
rialists compelling us to export raw materials and making us 
completely dependent on the British for the import of machi¬ 
nery. Besides, because of the unequal exchange that this 
domination leads to, India loses heavily: the price of her ex¬ 
ports is beaten down while she has to pay a high price for 
her imports. 

No planning authority can ignore this domination if it is 
serious about national planning. The freedom of our industry 
and economy from foreign domination and control is the basic 
pre-condition of any planning. 

A direct result of this foreign domination is the back¬ 
ward and one-sided character of our industrial structure. The 
British hold over our industries and the drain of capital,re- 
•sources following it ensure that in the main we develop only 
light industries, while importing the products of heavy in¬ 
dustry, especially machinery from abroad. 

The type of machinery that we import reveals both our 
industrial backwardness and the dependence of our industry 
on foreign sources. 

Textile* machinery forms the biggest single item among 
imparts. The character of Indian industry which is dominated 
by light industry stands out from the details of machinery 
imports. 
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Obviously so long as we continue to be dependent on the 
British and other imperialists for our machinery, there can 
be no planned development of our industries. The imperial¬ 
ists will have the last word on any plan that we might 
prixluce. 


Imperialists Ohsiriici Replacements 

The high prices charged by the imperialists prevent even 
normal replacements which have been in arrears, and 
make nt^w expansion extremely costly and prohibitive. 

The extent to which our industries have been overworked 
and starved of replacement by the British imperialists can be 
gathered from the estimate of the Federation of Chambers of 
Commerce and Industry. In its Memorandum on Deprecia¬ 
tion and Replacement Requirements of Industry submitted to 
the Finance Minister on 23rd December 1952, the Federation 
states: 

“In the case of Textile Industry particularly, it is es¬ 
timated that the proportion of overaged machinery is about 
40 per cent and therefore replacement needs are more 
urgent. If the replacement is spread over a period, say 
12 years, the total amount required annual^ by the tex¬ 
tile industry alone would be in the neighbourhood of 
Rs. 20 to 25 crores.” [This calculation is based on current 
prices.] 

Thus according to this estimate wo will require nearly 
Rs. 240 to 300 crores vrorth of replacements in the textile indus¬ 
try. This compares with the estimate of Sir Joseph Kay, a 
British magnate, with stakes in the textile industry of Bom¬ 
bay, according to whom £200 millions, i.e. beween Rs. 260 
to 270 crores, will be required to modernise and rehabili¬ 
tate India’s cotton textile industry. It also compares with the 
estimate of the Working Party for the Cotton Textile Industry, 
according to whom Rs. 80 crores are needed for the rehabilita¬ 
tion of the textile industry in Bombay city alone. The amount 
required for replacement in the engineering industry is esti¬ 
mated in the above Memorandum to be Rs. 8 to 10 crores per 
annum over the next ten to twelve years. It is further esti- 
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mated that complete modernisation of jute industry would take 
between 10 to 15 years and the cost is likely to be Rs. 70 crores. 

The exorbitant prices demanded for the replacement of 
machinery have swelled the original estimates three and a 
half times. 

Indian industry therefore is unable to meet the bill, partly 
because its war-time profits have been squandered away. The 
]nain reason, however, is the high price charged for replace¬ 
ments through which imperialism earns huge profits as well 
as obstructs industrial rehabilitation. Besides, because of 
the heavy armament drive of tlie Anglo-American imperialists, 
release of machinery for the economic rehabilitation of the 
colonies has been very slow. It is thus that imperialism vetoes 
our industrial progress. 


Neia Assurances to Foreign Capital 

Does the Planning Commission propose decisive steps lo 
end this British duinination? Does it at least initiate a pro¬ 
cess which might rapidly lead to freeing our economy from 
the overlordship of the British ? No, it does not propose that 
the foreign loot running into hundreds of crores of rupees 
should be stopped by conhscating British concerns and nation¬ 
alising them, so that India Ls enabled to secure ample funds 
for her industrial development by the removal of one of the 
root causes of India’s poverty. 

The foreign capitalists, on the contrary, are assured that 
they will be allowed to exploit the Indian people more tho¬ 
roughly than before. To quote the Commission : 

‘Tn securing rapid industrial development under pre¬ 
sent conditions, foreign capital has an important part to 
play. A free flow of foreign capital should be welcome 
because it will ensure the supply of capital goods and of 
technical know-how. The Government’s policy in this 
regard gives the following assurances to foreign capital: 

(a) there will be no discrimination between foreign 
and Indian undertakings in the application of 
general industrial policy; 

(b) reasonable facilities will be given for the remit- 
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lance of profits and repatriation of capital, con¬ 
sistent with the foreign exchange position of ihe 
country; and 

(c) in the event of nationalisation, fair and equitable 
compensation would he paid.” 


(P. 43S.) 

By adopting the policy of no discrimination between fo¬ 
reign and Indian capital, the Government has bartered away 
its sovereign right to protect national industry against inroads 
of foreign capital. As will be shown later, this proviso cmly 
helps foreign monopolies to claim equal treatment and drive 
the weaker Indian concerns to ruin. The weaker Indian con¬ 
cerns which require greater protection are really discrimina¬ 
ted against by its denial. Whatever assistance the Centrr.l 
Government proposes to give to private industries under ^he 
Plan is automatically shared by foreign monopolies who al¬ 
ready operate in the country. Under this proviso, in some 
cases foreign concerns are able to monopolise a major part 
of the increase contemplated under the Plan, thereby ruining 
a large number of Indian concerns. 


Promise of High Profits 


The concessions given to foreign capitalists do not end 
with the non-discrimination clause. There are further con¬ 
cessions. 


*‘The availability of external capital is at present limi¬ 
ted by the heavy demand of resources for domestic invest¬ 
ment in surplus countries. There is also a tendency for 
investible funds to flow into certain limited regions and 
into extractive industries rather than into industries pro¬ 
ducing goods for local consumption.The rate of 

return to capital in some of the industrially advanced 
countries is higher than that obtainable in India. In view 
of all these considerations, it is of the highest importance 
to ensure to the foreign investor the prospects of a fairly 
good return and the certainty of fair and equal treatment.” 

(Ibid.) 
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Here is an unashamed plea to justify the monstrous mono¬ 
poly profits demanded by foreign capital. The existing high 
profits, on the basis of which Britain takes out an annual tri¬ 
bute of at least Rs. 200 crores, are not enough for the mono- 
pclLsts. They must be given more to attract them to India. 
This is called “creating a proper climate” for foreign capital. 
Increased exploitation of the Indian people masquerades here 
as a plan for industrial development. 

Reliance on Anglo-American Monoi>olisis 

Can a poor country like India afford to pay this high price 
for foreign capital? We have already seen that the price we 
are paying for British capital is a basic cause of our poverty. 
But the Commission intends to increase this price under the 
plea that foreign capital is scarce and goes only in certain 
industries. With this promi.sed increase in the rate of foreign 
exploitation and profits what chance is there either for capi¬ 
tal formation or a higher standard of living ? Higher foreign 
profits will definitely mean a slower tempo of industrial 
development. 

Besides, it is foolish to imagine that foreign monopoly 
capital will come forward to build our strategic industries be¬ 
cause we promise it higher profits. Building of heavy industry 
in under-developed countries is against the interests of the 
imperialists as it deprives the metropolitan industry of the 
market for manufactured goods. Whatever concessions are 
offered, the role of foreign monopoly capital never changes. 
It goes to backward countries not to free them from economic 
dependence but to perpetuate their backwardness and 
dependence. 

The Commission advances scarcity of foreign capital as a 
reason for offering it higher profit rates. But there is no evi¬ 
dence to suggest that our planners have even attempted to 
explore all the sources of capital from abroad. For the Com¬ 
mission, foreign capital and aid are synonymous with British 
and American monopoly capital. It therefore does not 
look beyond the imperialist-capitalist world for foreign assist¬ 
ance. The big world of Socialist and People’s Democratic 
countries, comprising of the USSR, China and the Eastern 
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European countries does not find even a mention in the Com¬ 
mission’s Report. There have been repeated offers on behalf 
of the USSR to supply machinery of various types to backwaid 
countries but the Commission observes strict silence over 
them. It, moreover, presumes that India must rely on the 
Anglo-American imperialist world for getting foreign “assist¬ 
ance” and conceals the fact that there is an alternative source 
of aid from abroad, and India has no need to be at the mercy 
of the Anglo-American monopoly capital. 

Our great neighbour, China, is making striking progress 
with the help of the USSR. This fact is now known to all. 
It is also known that China is not being helped by the Anglo- 
Americans at all. On the contrary, they are doing everything 
to frustrate China’s advance. Here is an irrefutable proof tha^ 
an under-developed country can develop itself without bowing 
down to imperialist dictates and accepting impossible terms 
about profits and exploitation. The Commission’s plea that 
they have to accept them because of scarcity of foreign capital 
does not hold water. It only exposes its reliance on the impe¬ 
rialists and its subservience to them. The imperialists exploit 
this very reliance to demand exorbitant terms. The refusal of 
the Commission to take advantage of other sources of foreign 
aid puts Indian development at the mercy of the imperialists. 

Conditions of Foreign Investment 

The Commission further observes : 

“The conditions which should govern the investment 
of foreign capital in the country were stated in the Draft 
Outline Report and we should like to reiterate them here. 
In view of the fact that the investment of foreign capital 
necessitates the utilisation of indigenous resources and 
also that the best use of foreign capital is as a catalytic 
agent for drawing forth larger resources for domestic in¬ 
vestment, it is desirable that such investment should be 
channelled into fields of high priority. The broad prin¬ 
ciple to be followed is that foreign investment should be 
permitted in spheres where new lines of production are to 
be developed or where special types of experience and 
technical skill are required or where the volume of do- 
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mestic produclion is small in relation to demand and there 
is no reasonable expectation that the indigenous industry 
can expand at a sufficiently rapid pace. The system of 
joint enterprises under which a number of foreign concerns 
have established new industries in the country in colUi- 
boration with Indian industrialists appears to be suitable 
for securing the employment of equity capital. Agree¬ 
ments for such joint participation between foreign and 
Indian concerns should be subject to the approval of the 
Government. The share of national capital in joint enter¬ 
prises, the facilities for the training of Indians, the disclo¬ 
sure of patented processes to Indian associates, etc., are 
matters which have to be decided with due regard to the 
facts of each particular case.” 

(P. 438.) 

The broad principle in relation to foreign investment 
stated here does not mean much. It does not prevent foreign 
competition with established Indian industries except perhaps 
in a few cases; nor does it confine foreign capital to certain 
selected industries. In the name of permitting it where new 
lines of production are to be developed, it opens the door wide 
to foreign capital to penetrate anywhere and everywhere. The 
Commission speaks of channelling foreign capital into fields 
of high priority. But what power or sanction has it got to 
do so? On the contrary, by laying down the proviso that it 
can enter any new line of development or where indigenous 
production is small, it has virtually put an end to directing 
foreign investment according to any concept of priority. 

Perjormance oj Foreign Capital 

This is clear from the detailed figures of recent foreign 
investments in India. The Nehru Government came into 
power in 1947 and proclaimed the same broad principles soon 
after. Has it succeeded in channelling foreign investment 
into fields of high priority ? The figures of foreign in¬ 
vestments between August 15, 1947 to December 31, 1952, i.e. 
till the end of the second year of the Plan reveal the contrary* 
They show that foreign capital has mainly come to be in 
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vested in light and consumers’ goods industries. The deve¬ 
lopment of such industries, apart from giving opportunities 
for easy profits, provides a market for the machine-producing 
industry of the metropolitan country. But it does not in the 
least contribute to India’s economic and industrial 
independence. 

It has further come to be invested in industries in which 
Indians have already established themselves. It will compete 
with Indian concerns and ruin many of them. 

And, lastly, it has come for investment in those spheres 
where foreign monopoly capital already holds sway. The 
efforts of new investments is only to strengthen foreign mono¬ 
poly in certain spheres. 

The.se figures^ show that out of the new capital of Rs. 18.54 
crores, Rs. 443 lakhs, or nearly 24 per cent, is in trading busi¬ 
ness and non-industrial concerns. This has nothing to do with 
development of industries or natural resources. 

Out of the remaining Rs. 13.5 crores, two crores are going 
to be invested in the memufacture of cigarette paper (!); Rs. 2.95 
crores will be invested in the manufacture of sewing thread, 
and Rs. 2 croi’es are to be invested in the manufacture of type¬ 
writers. Those three items exhaust more than 50 per cent of 
the capital invested in industrial concerns. 

Rs. 2 crores are to be invested in gold mining. This is 
the only other big item on par with the above three. 

While Rs. 6.95 ci’ores are to be invested in typewriter 
manufacture, sewing thread and cigarelte paper, only Rs. 25 
lakhs will be invested in the manufacture of electric cables 
and only Rs. 6 lakhs in the manufacture of chemicals, heavy 
and fine. Nearly Rs. 21 lakhs will be invested in jute (spin¬ 
ning and weaving) industry which is already dominated by 
British capital. The new investment only strengthens this 
domination. 

A sum of Rs. 67 lakhs will be invested in the manufac¬ 
ture and sale of pharmaceuticals, chemicals, drugs and medi¬ 
cines. Here it is more sale than manufacture. This so-called 

1 These figures cover sanctions issued, whether under the 
'Capital Issues Control Act or under the Foreign Exchange Regu¬ 
lation Act, of capital involving hundred per cent foreign parti¬ 
cipation during the period mentioned. 
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manufacture is often only a device to escape customs duties. 
And in any case it is always dependent on foreign supplies of 
vital components and raw materials. The main processes are 
generally done abroad. 

Rs. 50 lakhs are to be invested in the manufacture of dry 
batteries. Besides Rs. 43 lakhs of capital will be issued in 
bonus shares. Once again this investment only tightens 
the already existing stranglehold of foreign capital over this 
industry. Speaking in the House of the People in November 
last, MunLshwar Dutt Upadhyaya said : “Most of the manu¬ 
facture [of dry batteries] is done by the National Carbon 
Company of India, Ltd. This company is financed by foreign¬ 
ers, managed by foreigners.” 

Foreign capital is already dominant in the match indus¬ 
try, controlling more than sixty per cent of the total produc¬ 
tion. It has been allowed to raise its capital by Rs. 60 lakhs 
through the issue of bonus certificates. This will only lead to 
added competition with the Indian concerns driving them to 
the wall. Similar Ls the case with investment in soap and gly¬ 
cerine. The Lever Brothers, a British combine, dominates 
the soap industry, while Indian concerns are unable to utilise 
even 50 per cent of their installed capacity. 

During the last five years, new foreign capital worth 
Rs. 32 lakhs has been invested in the industry while the amount 
sanctioned to be i.ssued in bonus shares is of the order of Rs. 112 
lakhs. No wonder this has threatened Indian concerns with 
utter ruin. 

The investment in typewriter industry also serves the pin - 
pose only of ruining an Indian concern. Lastly, foreign capi¬ 
tal has been allowed to issue Rs. 28 lakhs of capital in bonus 
shares in the Vanaspati industry. The result will be intensi¬ 
fied competition with Indian concerns. 

The figures for foreign investment given above relate 
to investments in purely foreign concerns. But there is for¬ 
eign capital in joint concerns also.*^ 

I Figures quoted cover consents granted either under the 
Capital Issues Control Act or the Foreign Exchange Regulation 
Act to companies in which there is joint participation by foreign 
as well as Indian capital. 
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If Rs. 18 crores worth of British capital was invested in 
purely foreign concerns, as much as Rs. 14 crores were in¬ 
vested in joint concerns. British capital invested in joint 
concerns is often able to control the whole concern through a 
numbei* of devices even though its share of actual investment 
is less than that of Indian capital. Its capacity to influence 
Indian industry is, therefore, much more than is revealed by 
the figures of direct investment in foreign and joint concerns. 

We find that it follows a set pattern of investment—invest¬ 
ing mostly in light industry; invading new lines of develop¬ 
ment which offer good profits, protecting its own monopolist 
position in certain industries, and penetrating into .spheres 
where Indian industry had already established itself. Under the 
garb of joint concems, British capital penetrates consumers' 
goods industries like those producing electric fans, paints and 
varni.shes, toilets, radios, vanaspati products, medicines, drugs, 
and last but not the lea.st, the chocolate industrjc It is also 
investing in hotels. 

The biggest investment is made in managing agency con¬ 
cerns which absorb Rs. 2.91 crores out of the PLs. 14.65 cror(‘s 
in joint concerns. Next come pharmaceuticals with an invest¬ 
ment of Rs. 1.83 crores. The purpose of British investment in 
manufacture of textile machinery, automobiles, etc. is only to 
keep its control and hold over these lines so that they are 
confined within the limits set by the interests of the metropo¬ 
litan industry. Automobile manufacture is mainly assemblage 
of cars and nothing more. 

These figures further reveal how rapidly British capital 
is trying to capture certain new branches of production. A 
striking case is that of the glass industry. The total amount 
of new investment in glass industry (in foreign, joint and 
purely Indian concerns) is Rs. 1 crore during this period. Of 
this the British investment is as much as Rs. 54 lakhs. The 
investment of British capital together with that of its Indian 
partners is Rs. 89 lakhs, leaving only Rs. 11 lakhs to purely 
Indian concerns. With this strength of British capital, which 
has more resources, Indian concerns are bound to suffer a 
setback. 

Such then is the character of British investment in joint 
concerns. It is clear that this type of foreign investment docs 
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not change the pattern of Indian industry. On the other hand, 
it ruins Indian industries and keeps them dependent on British 
imperialism as before. 

Where is the channelling of foreign capital in all this ? 
British capital has entered just those industries which suit its 
interests. With the policy towards foreign capital laid down 
by the Commission, there could be no other result. Any step 
to protect genuinely national concerns, and channel foreign 
capital according to the needs of Indian development; any 
step to see that foreign capital does not secure 
control of industries in which it is invested, will 
be attacked as discrimination against it. It cannot bo 
ousted from industries over which it has a monopolis¬ 
tic hold. Any attempt to do so in the interests of Indian indus¬ 
tries will be considered discriminatory. It cannot be ousted 
from light and minor industries in which it has already entren¬ 
ched itself, for that wdll be again considered discrimina- 
i.ory; and it cannot be prevented from penetrating new lines 
of light and minor industries, for the Commission gives it full 
freedom to enter these sph(?.‘res. 

Real Character of Joint Ventnres 

The Commission blesses the so-called joint enterprises, 
which are retdly anti-national enterprises. They are combi¬ 
nations of British and other foreign monopolists with Indian 
big business magnates, especially the Indian monopolists. Their 
role is to act as an auxiliary source for creating market for 
metropolitan indiistry.* They can never be an instJ’ument for 
India’s industrial development or industrial independence. The 
chief jcason why foreign capital agrees to joint ventures is 
that these enable it to put on an Indian garb, take all the ad¬ 
vantages arising frem it, including governmental help, customs 
and protective duties, etc., and secure high profits without 
much comment. These joint enterprises came into prominence 
after the last war when it became evident that the rising move¬ 
ment for national liberation w’^ould not tolerate foreign enter¬ 
prises and exploitation at their hands. An Indian signboard 
w'^as necessary to protect these new foreign ventures. The joint 
venture was the reply to this ncAV situation. 
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The spheres of investment under the joint ventures are, 
of course, those which do not conflict with the interests of 
the metropolitan industry. It is foreign capital that deter¬ 
mines the spheres of joint ventures. In many of these ven¬ 
tures, one way or the other, the initiative and control vest 
with the foreign participants, reducing Indian participation to 
the minimum or to mere formality. In others, Indian capital 
and management may appear to predominate but they are tied 
down by agreement about technical consultation and advice, 
the bait of patents, etc., so that nothing much can be done 
without the consent of the metropolitan concern. 

The Commission knows very well that the present joint 
ventures arose only after the attempt of the Indian capitalists 
to woo British capital on their terms had failed. The Indian 
capitalists wanted to retain financial control and management 
in their own hand.s and offered participation by the British in 
Indian industries on the basis of royalties to bo paid for pat¬ 
ents and manufacturing rights, share in the profits for a limited 
period not exceeding fifteen years, and shares to the extent 
of 25 to 30 per cent. 

British industry rejected co-operation on these terms. They 
demanded equality of shares and ultimate financial control in 
heavy industry. 


Extent of Foreign Investment 

It is in this background that one has to judge the free 
scope given to foreign capital by the Planning Commission. 
According to the Commission, the total investment require¬ 
ments of public and private industrial sectors are Rs. 707 crores. 
Of this Rs. 94 crores will be required by the public sector. In¬ 
vestment in the private sector on expansion, modernisation and 
replacement will require Rs. 383 crores. Investment in work¬ 
ing capital will absorb Rs. 150 crores and current depreciation 
expenditure not covered by normal income tax allowances, 
Rs. 80 crores. Out of this foreign capital is expected to contri¬ 
bute Rs. 100 crores to the private sector alone. 

This figure, huge as it is, does not express in full the 
reliance placed by the planners on foreign capital. In the 
first place, it only refers to the private sector and does not 
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include the loans from the World Bank to the public sector. 
Secondly, in the private sector itself much greater reliance is 
placed on foreign capital, primarily British capital, than is 
apparent from the figure itself. This is clear from the fol¬ 
lowing: It is estimated that Rs. 383 crores will be required in 
the private sector for expansion, modernisation and equip¬ 
ment. Of this amount nearly Rs. 150 crores will be required 
for replacement of plant and machinery and modernisation 
in the various industries. This leaves Rs. 233 crores for fixed 
capital for new projects in the private sector. It seems that 
of this latter amount foreign capital is expected to contribute 
not less than Rs. 100 crores. It means that more than 40 per 
cent of the fixed capital—^machinery, etc.—required for the 
expansion of production under the Five-Year Plan has to come 
from, foreign sources. Considering the role that foreign capital 
plays, this is nothing but putting Indian industrial develop¬ 
ment at the mercy of the foreign monopolists and strengthen¬ 
ing and intensifying foreign domination over our economy. The 
foreign imperialists gel a veto over the Plan and they will use 
it unscrupulously to their own advantage. Only sucli targets 
of expansion will be realised as satisfy the profit appetites of 
the foreign monopolists and strengthen Indians subjection to 
them. 

The rapid rate of foreign investment and exploitation 
which the planners want to promote can be seen from 
the fact that in the last five years investment of foreign capi¬ 
tal, mainly British, in India was of the order of Rs. 32 crores. 
This was sufficient to raise alarm in Indian business circles 
and to ruin well-established Indian industries. And now the 
Commission wants to increase the rate of foreign investment 
more than three times. 

The joint ventures that are recommended by the Com¬ 
mission will further intensify the stranglehold of foreign capi¬ 
tal over our economy. They will give foreign capitalists an 
opportunity to control directly the capital of their Indian part¬ 
ners and immensely strengthen foreign monopolist domination. 

Under these circumstances there can hardly be any 
change in the pattern of India\s industrial structure. 
The backwardness of her industrial structure cannot 
be overcome. The development of basic industry cannot be. 
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hoped for. The programme of industrial development as laid 
down by the Commission fully bears this out, though the Com¬ 
mission makes a miserable attempt to screen it. 

Character of New Investment 

The Commission says that some 80 per cent of the invest¬ 
ment in the private sector would be in respect of capital goods 
and producer goods industries (p. 431.) This sounds very 
imposing and makes it appear as if at last we will be taking 
steps to produce our own machinery and be free from depen¬ 
dence on foreign imperialism. But this is not to be. Out 
of the Rs. 233 crores of new investment in the private sector, 
production of iron and steel will absorb Rs. 43 crores; petro¬ 
leum refineries Rs, 64 crores; cement Rs. 15.4 crores; alumi¬ 
nium Rs. 9 crores; fertilisers, heavy chemicals and power 
alcohol about Rs. 12 crores. Additional generation of electri¬ 
cal power in the private sector will involve an expenditure of 
Rs. 16 crores. 

This disposes of the major part of investment in capital 
goods producing industries and we find no mention here of any 
machine-producing industry. Out of the Rs. 160 crores in¬ 
vestment in capital goods industries accounted for above, there 
is not one item that relates to the production of machines. 
Whatever amounts are devoted to it are necessarily small 
amounts compared with the figures of investment mentioned 
above. The main capital goods producing industries that 
are mentioned here only produce either fuel or semi-finished 
materials for industry. They keep intact our dependence for 
machinery on foreign countries. 

The situation changes somewhat if we take the public and 
private sectors together. 

“Taking both the public and private sectors of indus¬ 
try together, about 26 per cent of the total investment in 
the period of the Plan is to go into the metallurgical in¬ 
dustries (iron and steel and aluminium), 20 per cent into 
petroleum refining, 16 per cent into engineering industries 
and 8 per cent into the manufacture of heavy chemicals, 
fertilisers and pharmaceuticals.” 

(Programmes of Industrial Development, p. 4.) 
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The 16 per cent investment in the engineering industries 
is made up as follows : 


Table 17 

PROJECTS IN THE PUBLIC SECTOR 
(In lakh rupees) 


Projects Total Investment 

for Five Years 

1. Ship building 1408.00 

2. Machine tool factory 963.80 

3. Chittaranjan Locomotive Factory 473.00 

4. Railway Coach Factory 400.00 

5. National Instruments Factory 182.00 

6. Indian Telephone Industries 130.00 

7. Hindustan Cables Ltd. 129.70 


Table 18 


PROJECTS IN THE PRIVATE SECTOR 
(In lakh rupees) 


Projects Capital Investment 

1951^56 

Meehanical P^ngineering, 

Agricultural Implements & Machinery : 

i) Pump.s (power-driven centrirugal) 

ii) DieseJ Engines 

Railway Rolling Stock : 



j) Locomotives j ^ , 

ii) Underframes I 

Automobiles (manufacture only) 3,00 

Machine Tools—Graded 20 


Ball & roller bearings, bicycles, sewing | 
machines, hurricane lanterns, grinding 
wheels, Dry Batteries, Storage Bal- i 
tcrios. Electric Cables &. Wires, ^ h,25 
A.C^.S.R. CaVjles, Electric Fans, Elec¬ 
tric Lalnps, Electric Motors, Electric 
Transformers. Radio Receivers. 

"I'oxiile iViachinery 1,50 


with the big amounts spent on other capital 
producing industries, we find very miserable amounts 
being spent on the engineering industry in the private sector. 
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A lew Jocomotives, diesel engines and power-driven 
pumps and important items of textile machinery seem to be 
the only contribution of this section. The amount spent oii 
“manufacturing” of automobiles is really intended for manu¬ 
facturing certain cc^mponents and not the entire automobile. 

No doubt we will be producing textile machinery—auto¬ 
matic looms, ring frames, carding engines, etc.—during this 
period. The total quantity estimated to be produced is said 
to be sufficient to meet the nonnal requirements of replace¬ 
ment, though not of expansion or arrears of replacement. 

Considering the complete dependence of our textile in¬ 
dustry on foreign sources in respect of machinery, its produc¬ 
tion in the country is important. However, this is not suffi¬ 
cient to do away with imports altogetlier. Secondly, the 
planners cannot claim much credit for it, since this industry 
was in the main launched before the Plan was drawn up. 
Thirdly, at least two of the important firms manufacturing this 
machinery are joint ventures, controlled by foreign interests. 
Besides so long as we do not produce machines to manufacture 
this machinery, our dependence on foreign capital will con¬ 
tinue. 

In the public sector ship-building takes the biggest 
amount. According to the Commission’s report, attempts will 
be made to manufacture ship’s engines also. This will be no 
doubt a welcome development if it materialises. In any 
case the importance of ship-building is vital for national wel¬ 
fare. It is obvious, however, that with Rs. 14 crores’ invest¬ 
ment, we will not be even laying the foundation of an inde¬ 
pendent ship-building industry. 

Another important industry is the locomotive industry, 
which is .scheduled to produce 100 locomotives. The planners 
cannot take much credit for the locomotive industry as a 
major part of the investment in this industry was made before 
they arrived on the scene. Out of the Rs. 15 crores spent on 
this industry, only Rs. 4 crores are to be spent in the period of 
the Plan. Besides, the production of locomotives is much 
below our needs and is not enough to meet the replacement 
needs of our railways for years to come. Nor is the industry 
independent of foreign machinery. 
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The other iniporlant industry is the machine tools indus¬ 
try. All the industries in the public sector, taken together, 
do not lay the foundation of a machine-building industry, in¬ 
dependent of foreign sources. Many of them produce capi¬ 
tal goods, no doubt, like railway coaches, etc. But they 
have little to do with the production of machinery—the basic 
requirement of Indian industry. 

Share of Foreignx Capital 

Thus we find that the planned investment in the public 
and private sectors does little to alter the existing lop-sided 
structure of Indian industry, which is but an expression of 
foreign domination over it. The preponderance of foreign 
capital in these “capital goods” industry is strikmg. Of the 
capital of Rs. 67 crores to be invested in petroleum refining, 
75 per cent is to be foreign capital. 

Of the capital of Rs, 9 crores to be invested in aluminium 
production, a major part is to be invested by the Indian Alu¬ 
minium Company, which is a “joint” concern, controlled by 
America’s Mellon interests, who rank among the biggest mono¬ 
polists of America. The International Bank has ah'eady 
granted a loan of Rs. 15 crores to the Steel Corporation of 
Bengal for increasing the iron and steel production in Ben¬ 
gal. 

The State project for the production of iron and steel 
which is to cost Rs. 80 crores in all (Rs. 30 crores in the period 
of the Plan) is also depending on assistance from the Inter¬ 
national Bank. Latest reports indicate that an agreement has 
been signed with a German firm in connection with this 
project. 

In the private sector, the Tatas will be manufacturing 
locomotives in collaboration with a British firm. The in¬ 
crease in production of diesel engines and automobiles is to 
come mainly from firms which are joint ventures of the type 
described above. In the manufacture of turbines, pumps 
and tube-well equipment, an American firm is to enter the 
field. One of the biggest American firms producing power- 
driven centrifugal pumps is to start production in collaboration 
with an Indian firm. Increased production of dry batteries, 
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ball-bearings, grinding wheels, etc. is dependent on foreign 
firms or “joint ventures.” Such is the reality in regard to the 
production of capital goods under the Plan. 

In the expansion programme of industries producing con¬ 
sumers’ goods also foreign capital plays a prominent part and 
sometimes a preponderating part, endangering the future of 
Indian industries. In drugs and pharmaceuticals, paints and 
varnishes, soap, glass, matches and vanaspati, foreign mono¬ 
polies and their Indian subsidiaries or “joint ventures” either 
dominate the new expansion programmes or contribute sub¬ 
stantially to them. Thus the British firm of Lever Bros, is 
to produce 30 per cent of the additional production of soap. 
A number of foreign firms including the Alkali & Chemi¬ 
cal Corporation of India Ltd., a subsidiary of Imperial Chemi¬ 
cal Industries (India) Ltd., Indian Aluminium Company 
Ltd.—this is dominated by America’s Mellon interests— 
are to have a big share in the additional production of paints 
and varnishes; from 20 to 50 per cent of the production of the 
sulfa drugs is to be produced by Atul Products—an Indo- 
American combine dominated by the American Cynamid Co., 
one of the biggest producers of drugs. May & Baker are also 
to contribute their quota to increased production. In the 
glass industry, out of a total new investment of Rs. 220 lakhs 
under the Plan, nearly Rs. 100 lakhs will represent the capi¬ 
tal of joint ventures or purely foreign concerns. In matches, 
the Western India Manufacturing Company—the Swedish mo¬ 
nopoly—is to continue its domination and supply more than 
60 per cent of the total match production. In the jute indus¬ 
try, British capital wiU continue to dominate as before. In 
the rayons industry again, foreign capital is much in evidence; 
all the factories producing rayon have been planned on the 
basis of “foreign technical advice”: and at least one is directly 
controlled and dominated by a British firm. 

Such, then, is the type of planning offered to us by the 
Planning Commission. It does not end the backwardness of 
our industry and its dependence on foreign monopolists; it 
does not free our economy from the grip of foreign monopoly 
capital; on the other hand, it only tightens this grip. 
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Lovoer Rate of Investment 

With all this, does the Commission promise a higher rate 
ot investment than during the preceding five years? No, 
it does not. li we deduct the amount spent on replacement 
as well as investment in the public sector from the figure 
(Rs. 704 crores) of total industrial investment, we get bet- 
Aveen Rs. .‘130 to 380 crores as the total new investment con¬ 
templated under the Plan in the private sector. Does this 
figure show that the Planning Commission is visualising a 
more rapid progress than the current rate? Not in the leasv. 
For. in the last five years, beginning with August 15, 1947, 
total private investment has been more than what is estimated 
under the Plan. The figures issued by the Controller of 
Capital Issues show that the total new investment in the period 
has been of the order of R.s. 400 crores. 

The rate of indigenous investment will be much smaller 
if we make allowance for the amount of foreign capital that 
is expected to be invested in the private sector. According 
to the Controller of Capital Issues, in the five years preceding 
the Plan, out of a total new investment of Rs. 400 crores, 
foreign investment was only of the order of Rs. 30 to 32 
crores, the indigenous investment being Rs. 370 crores. Now, 
out of a total new investment in the private sector of Rs. 330 
to 350 crores, the Planning Commission expects that Rs. 100 
crores will come from foreign sources. The total indigenous 
investment in the period of the Five-Year Plan is going to be 
only Rs. 230 to 259 crores. By mixing figures relating to 
replacement, current depreciation and investments in the pub¬ 
lic sector, the Commission seeks to create an impression that 
it is planning something big. But ct)mpared with the pre¬ 
planning years, the rate of indigenous investment is much 
lower and the Planning Commission attempts to balance it by 
large imports of foreign capital. 

The situation does not change much if we add together 
the investments in the public and private sectors, which come 
to about Rs. 480 crores. Deducting the amount of foreign 
capital (Rs. 100 crores) that is expected to be invested, we get 
Rs. 380 crores as the total indigenous investment in the Fivo- 
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Year Plan period. This figure is practically the same as Li 
the preceding five years. 

In the preceding five years, private indigenous investment 
alone amounted to Rs. 370 crores. Now under the Plan pri¬ 
vate and public indigenous investment will amount to Rs. 380 
crores. Why do we require a Planning Commission to regis¬ 
ter rates of investment that are obtainable without planning ? 

Planning in the Private Sector 

The Commission has reduced planning in the private sec¬ 
tor to a farce. The expansion plans of the existing concerni-, 
Indian and foreign alike, are incorporated in the Plan without 
any change. These schemes, based on expectations of hign 
profits, have now become part of the Plan. They have not 
been as.sessed from the point of view of national interest. 
Though the Commission talks of priorities, the various schemes 
of expansion have not been judged on the basis of national 
priorities, the role they play in national development and the 
investment that the country can afford to make on them. There 
is no attempt to channel private investment in national in¬ 
terests which should form a basic task of the Planning Com¬ 
mission in relation to the private sector. The Commission has 
only dittoed the schemes of the capitalist producers and adver¬ 
tised them as part of the National Plan. 

Besides it is easy to see that all these expansion scliemes 
are not seriously meant to be implemented. Some of theTii 
are put forward by the companies concerned to keep out other 
competitors from the field. 

The private producers are taking full advantage of the 
priorities laid down by the Commission. The Commission 
gives first preference to the full utilisation of the existing ca¬ 
pacity of an industry; it gives next place to the expansion 
projects of the existing concerns. And if production still fali.s 
far short of the demand as estimated by the Commission, it 
sanctions new projects. It is thus in the interest of the exist¬ 
ing producers to show that they are planning further expan¬ 
sion so that new rivals can be kept out. 

Whether there is going to be increased production does 
not depend on what is planned by the Commission or promised 
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hy the capitalist producers, but entirely on market conditions 
and the demand obtaining in future. The Commission is not 
able to control them. British domination of our economy and 
our link-up with the Anglo-American war economies prevc^nt 
Indians from controlling their own market. 

The Commission makes a show of estimating the demand 
in each industry and accordingly promoting expansion of pro¬ 
duction. Its estimates, however, are not based on any real 
foundation. The initiative for maintaining this demand and 
regulating it does not lie in its hands but elsewhere. Besides 
its estimates do not take into account the fact that its own 
recommendations like deficit financing, high taxations, etc., are 
likely to affect the distribution of national income, reducing 
the purchasing power in the hands of the common man and 
lowering the demand for goods. It further ignores the eco¬ 
nomic crisis which has already led to a rapid deterioration of 
the situation in India, with a number of industries operating 
below capacity. 

Thus under present planning there is no guarantee of in¬ 
creased production; no guarantee against a fall in production, 
for, though the private concerns have submitted plans for 
expansion they are under no legal compulsion to execute 
them. The Commission is forced to admit that its planning 
effort in the private sector does not mean anything : “It must 
be remembered, however, that in the private sector while the 
Government can influence, it cannot determine the actual 
course of investment. The programme proposed for the vari¬ 
ous industries (which have been worked out in clo.se consul¬ 
tation with representatives of the industries concerned) are, 
therefore, in the nature of best judgments of what is feasible 
and desirable.’’ {Programmes oj Industrial Development, p. 4.) 

Programme fjr Iron and Steel 
The Planning Commi.ssion observes : 

“The production of iron and steel in the country is 
hardly 50 per cent of the existing volume of demand, and 
it is evident that in planning the development of a basic 
industry like iron and steel, account has to be taken not 
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only of immediate requirements but also of the needs of 
the country over a fairly long period. A high rate of in¬ 
dustrial advance cannot be achieved without increasiii!^ 
substantially the production of iron and steel and of alu¬ 
minium, ferro-alloys, caustic soda and soda-ash, fertilisers 
and petroleum products, for all of which demand at pro 
sent is much in excess of domestic supply.’' 

(Pp. 421-22.) 

What is the Commission’s programme with regard to this 
basic material ? 


Table 19 

RATED CAPACITY & PRODUCTION OF IRON & STEEL 


Unit 

1950-51 

1957-58 

Rated Capacity 



Finished Steel (’000 tons) 

1,015 

1,650 

Production 



Pig iron (for foundries) „ ,, 

350 

750 

Finished Steel ,, „ 

976 

1,650 


* After implementation of all projected schemes. 

(Programmes of Industrial Development, p. 20 ) 

By 1955-56 the full rated capacity will not be achieved 
and the quantity of steel produced will be less than 1,400,000 
tons. How does this production stand in relation to the mini¬ 
mum requirements as estimated by the Commission ? 

“On the basis of the demand made by the consumers 
of steel and screened by the Government, it is estimated 
that the total requirements of steel would come to about 
2.3 million tons on an unrestricted basis in 1952 and to 
about 2.8 million tons by 1957.” 

(Ibid., pp. 13-14.) 

Thus domestic production after the completion of the Five- 
Year Plan will meet only 48 per cent of our requirements in 
this vitaj material. Unless, therefore, there are big imports 
of steel, which are not contemplated in the period of the Plan 
at least, there will be a shortage of steel, hampering industrial 
activity. The Commission itself has stated that a high rate of 
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industrial advance cannot be achieved without increasing sub¬ 
stantially the production of steel. It fails to achieve it and 
lay the foundation for a rapid industrial development of India 
free from the veto of the imperialists. 

Strange though it may seem, India will be consuming less 
steel after the completion of the Five-Year Plan than she did 
under the British rule. The figures given by the Commission 
show that consumption of steel was 1.7 million tons in 1914, 
0.8 million tons in 1920, 2.2 million tons in 1928, 1 million tons 
in 1932 and 1.6 million tons in 1940. Consumption has remained 
at the 1940 level till now. Though these figures refer to un¬ 
divided India, yet they are eloquent enough. Considering the 
growth of population and the fact that the major part of indus¬ 
try in undivided India was concentrated in the areas of Indian 
Union, comparison is certainly not out of place. 

Assuming that there are no large-scale imports from 
abroad, at the end of the Five-Year Plan, we will be consum¬ 
ing as much steel as consumed in 1940, and 75 per cent of 
what we consumed in 1928. During the period of the Plan, 
at least no imports on a substantial scale are contemplated, 
so that we will be definitely consuming a much smaller quan¬ 
tity of steel than in the pre-war days. 

It is a mystery as to how the planners hope to meet the 
steel requirements of their various projects with this meagre 
production. Compared with 1949, there will be an increase 
of only 4 lakh tons in the quantity available for consumption 
in 1955-56. Even if full allowance is made for cuts in non- 
essential consumption, it is obvious that nothing significant 
can be achieved with an increase of only 4 lakh tons over the 
1949 figure. It may lead to more cuts in steel used for housing 
construction. 

As regards pig iron for foundries the present minimum 
requirements have been placed at 400,000 to 420,000 tons, 
whereas the present screened demand has been placed at 
600,000 per annum. On the basis of the expansion envisaged 
in various industries consuming pig iron, it is estimated that 
the demand for foundry pig iron will go up to 700,000 tons 
per annum by 1955-56, while production is estimated to be 
750,000 to s in 1957-58. 
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The Programme of Expansion 

How does the Planning Commission propose to bring about 
this increase? By simply incorporating in its Plan the expan¬ 
sion projects of the main private producers of steel. This is 
a rather strange method of planning, but our Planning Com¬ 
mission has found no other. It just pieces together tiie pro¬ 
jects of the private producers and calls them a plan for increas¬ 
ing steel production. This kind of planning we have been 
having all these years and there was no need of a Planning 
Commission to give it to us. The Commission says: 

“Against the background of the existing gap between 
demand and supply and the fact that expansion projects 
take less time and finance than a new project, it is neces¬ 
sary that the Government should accord high priority to 
facilitating the expansion schemes of TISCO and SCOB- 
IISCO described above.” 

{Programmes of Industrial Development, p. 17.) 

The programmes of expansion were not planned by the 
Commission. They were already under contemplation at the 
beginning of the period of the Plan. The planners attempt 
nothing beyond them at least during the period of the Plan. 

These projects are as follows : The Mysore Iron and 
Steel Works, a concern of the Mysore State, has a programme 
under contemplation which will result in increasing the pro¬ 
duction of finished steel from 40,000 tons to 1,00,000 tons. This 
is expected to be achieved by the end of 1953. 

The Steel Corporation of Bengal and the Indian Iron and 
Steel Co. have between them projects under execution which 
will increase the installed capacity for finished steel to 345,000 
tons per annum by 1953-54. 

The expansion plan of the Tata Iron and Steel Co. is 
hoped to be implemented by the end of 1957 when their capa¬ 
city for finished steel would increase to 931,000 tons. 

The second expansion scheme of SCOB-IISCO proposes to 
bring their plant to an economic size and make the fullest 
use of the existing blooming capacity. It would enable them, 
on implementation, to produce an additional 350,000 tons of 
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finished steel and 400,000 tons of foundry iron or alterna- 
lively, an additional 270,000 tons of finished steel and 500,000 
ions of foundry iron. 

Besides these, there is the State project to increase steel 
production. This is the major new industrial project included 
in the Plan under the public sector. It is the only new pro¬ 
ject connected with the production of steel industry. Its esti¬ 
mated capacity will be 800,000 tons of pig iron, while its steel 
capacity will be minimum of 350,000 tons. By 1955-56, how¬ 
ever, it will be producing only 350,000 tons of pig iron. It is 
expected to be completed only in 1958 and its completion will 
raise the availability of pig iron and steel from domestic 
sources by about 100 per cent. 

With the completion of this project in 1958, however, we 
will be still short of 0.8 millions tons of our requirements in 
steel, a shortage of nearly 28 per cent. There is not much 
reason to believe that this project will materialise in the near 
future. It does not seem to have gone beyond the stage of 
preliminary negotiations. 

The Commission’s planning reduces itself merely to fin¬ 
ancing these private projects, without, of course, any real con¬ 
trol over profits. As has been shown elsewhere the Commis¬ 
sion calculates that industrial profits will be as high as in 1950- 
51—the peak year for profits. 

Finance for Expansion 

The Commission proposes that the projects of private pro¬ 
ducers should be financed by the Central Government in addi¬ 
tion to a loan of Rs. 2.82 crores to the Mysore Iron and Steel 
Works. The expansion programme of the two private pi’o- 
ducers needs a sum of Rs. 72 crores of which the producers 
will be able to find only Rs. 30 crores. 

For the first stage of SCOB-IISCO expansion, the Centr'd 
Government has already agreed to advance Rs. 5 crores, of 
which a sum of Rs. 2 crores had been paid by April 1, 1951. 
In fact the companies undertook expansion only after the 
Government agreed to advance the loan. 

The second stage of SCOB-IISCO expansion will require 
Rs. 31.7 crores spread over the period 1953-57. Including the 
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regular capital expenditure during this period, it is estiniated 
that the aggregate financial investment would amount to Bs. 
34.2 crores, out of which SCOB-IISCO could make available 
Rs. 8.4 crores from operations. 

The expansion and modernisation i^rograrnme of the Tata 
Iron & Steel Co. is expected to cost Rs. 22.71 crores apart 
from normal capital expenditure for replacements, etc., whicii 
is estimated to cost an additional Rs, 10.21 crores. Out of this 
total outlay of about Rs. 33 crores, TISCO hopes to find Rs. 22 
crores from operations. 

There is thus a short fall of Rs. 42 crores and the Planning 
Commission proposes to meet it as follows : 

“The amount required is so large that it will have 
to be mobilised from more than one source by and wit’n 
the assistance of the State. The Central Government have 
recently increased the selling prices of steel as a result of 
which additional funds would accrue to the Equalisation 
Fund every year. A part of this money will have to be 
paid to the main producers as compensation for increased 
freight costs and for increased retention prices. It is re¬ 
commended that the net additional resources resulting 
from the increase in the selling price of .steel should be 
utilised for assisting the expansion projects of the TISCO 
and SCOB-IISCO. The ciuantum of assistance which could 
be rendered by this process without unduly straining the 
national economy is estimated at Rs. 20.0 crores. As re¬ 
gards the rate of interest on loans from the Equalisation 
Fund and the terms thereof, the Government should exa¬ 
mine the question with the steel companies. The crea¬ 
tion of additional capacity for iron and steel in the coun¬ 
try is so important that concessions on rates of interest 
should be given for a period if found necessary. 

“Apart from advance from the Equalisation Fund and 
from operations, it will be necessary to secure additional 
funds of the order of Rs. 22.0 crores for the completion 
of the expansion schemes. The experts of the International 
Bank who have recently examined the schemes in con¬ 
sultation with the Central Government and the Companies 
consider them sound and worthy of being recommended to 
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the International Bank for the grant of loans for their im¬ 
plementation. The Government should therefore give all 
possible assistance so that a substantial loan may become 
available from the International Bank. The balance of 
requirements should be met almost entirely from domestic 
borrowings restricting further Government assistance to 
the barest minimum.’' 

(Programmes of Industrial Development, p. 18.) 

This is the way in which the Commission proposes to pro¬ 
mote national development. It is a plan which enables these 
big producers who have been making huge profits to draw on 
the public treasury, and exploit the credit of the government 
for their own expansion programmes. 

In the first place, the steel capitalists are to be helped 
through high retention prices which the consumer will be for¬ 
ced to pay. The ordinary man, in the final analysis, must bear 
the burden of this ‘^planned” expansion. Secondly, the produ¬ 
cers ai^e to be given concessional rates of interest on govern¬ 
ment loans, which means only nominal. Thirdly, fresh foreign 
capital, American capital, through the International Bank is 
to be invited to participate in the expansion programme, 
thereby enabling it to penetrate our economy. The Central 
Government Ls to stand guarantee on behalf of the steel 
magnates. 

There will not be any objection if import of foreign capi¬ 
tal is not accompanied by its power to influence and domi¬ 
nate our economic and political life. But the concessions that 
have to be made to woo it show that foreign capital does not 
come here as aid but for exploitation and domination. Recent 
experience about American capital shows that it demands the 
most onerous terms and in whatever form it comes, it seeks 
direct intervention in the economic and political life of the 
country. The very Technical Co-operation Agreement which 
India has signed with the U.S.A. and the experience of the 
American wheat loan alike are standing witnesses to its 
penetration into and interference with our economic life. That 
under these circumstances the Commission relies on loans from 
the International Bank, an American agency, only shows its 
blindness. The result of the Commission’s recommenda- 



iN-nUSTRIAL DEVEI^OPMENT UNDER THE PLAN 121 

tions will be to increase the stranglehold of foreign capital over 
this strategic industry. 

According to this Plan the SCOB-IISCO have already 
been given a loan of Rs. 15 crores ($31.5 million) by the In¬ 
ternational Bank. Thus the Commission itself has been res¬ 
ponsible for initiating American penetration into our steel in¬ 
dustry. It was recently reported in the press that negotiations 
between the Tatas and the Kobe Steel Works, one of Japan’s 
big steel producers, were being pursued with a view to setting 
up an iron plant with an annual capacity of 2,000,000 tons in 
India. 


Benefit to Foreign Capital 

But the worst part of the Commission’s programme is that 
under it the aid that the Central Government will give, will be 
to a large extent monopolised by British capital. The Steel 
Corporation of Bengal is dominantly controlled by Briti.sh ca¬ 
pital. Its agents are Martin Burn & Co. The Corporation 
dominates the Indian Iron and Steel Co. Though the Presi¬ 
dent of both the companies is an Indian, Biren Mukherjee, yet 
the companies are dominated by the British. The aid it re¬ 
quires from the Government is of the order of nearly Rs. 30 
crores, while the Tatas require only Rs. 11 crores. Thus a 
major part of the benefit arising out of the loans from the 
Equalisation Funds and concessional rates of interest will go 
to this firm, while Indian consumers of steel will be called 
upon to subsidise it through exorbitant prices. Also the 
Government of India, elected under the adult franchise by the 
people of India, is to stand guarantee for the loan given to 
this firm by the International Bank. This guarantee is only 
to ensure that foreign capital will be allowed to make high 
profits and export them and has nothing to do with the 
expansion of production as such. 

Under the Plan a major part of the production will come 
from the British concern. In the first stage of expansion, its 
capacity will increase from 2,60,000 tons to 3,50,000 tons. In the 
second phase, its installed capacity will increase by 3,50,000 
tons. Thus out of a total planned increase of nearly 7 lakh 
tons, about two-thirds will come from this British-dominated 
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concern. At the end of the Plan the British concern will pro¬ 
duce nearly 40 per cent of the steel produced in India whereas 
today it produces 25 to 30 p>er cent. As a result of the Plan, 
the grip of foreign capital on the iron and steel industry will 
be strengthened. Besides the industry is likely to become a 
cockpit of Anglo-American rivalries. 

Besides the Tatas themselves are interlocked with several 
British firms. Their expenditure on modernisation includes a 
sum of Rs. 2 crores on Tube Mill, of which the Tatas will 
contribute Rs. 120 lakhs and Rs. 80 lakhs will be advanced 
by the Stewarts and Lloyds. 


The Siaio Project 

In respect of the public sector also, we are unable to es¬ 
cape from the clutches of foreign monopoly capital. The State 
project is expected to cost Rs. 80 crores in all spread over a 
period of six years from the dale of its commencement. The 
estimated investment upto 1955-56 is Rs. 30 crores, of which 
Rs. 15 crores will be provided by the Government and the 
remainder is to be secured through the participation of indi¬ 
genous and external capital. 

“In the present circumstances we consider that the 
best method of financing and operating a new steel plant, 
would be through collaboration between the State and any 
Indian concern with knowledge of and experience in the 
industry and ability to raise equity capital. Participation 
by foreign concerns as well as the International Bank 
should also be invited and to this end the Central Govern¬ 
ment should arrange for early discussions in India and the 
U.S.A. It is estimated that the share of the Government 
during the period of the Plan on such a project would be 
of the order of Rs. 15 crores. The production programme 
of this plant would have to be linked with the final expan¬ 
sion programme of SCOB-IISCO in such matters as the 
provision of additional pig iron capacity, and the nature of 
the finished steel products to be manufactured.’’ 


(Programmes of Ivdustrial Development, p. 19.) 



INDUSTRIAL DEVEI.OPMENT UNDER THE Pi.AN 


123 


Here is a State project which in the main is dependent 
on foreign monopoly capital for its start. The State will have 
to pay the heavy price charged by foreign capital and provide 
for exorbitant profits on capital invested and make some other 
big concessions. Thus there will be no difference between 
private and public projects. 

This new public project will be further linked with the ex ¬ 
pansion project of the SCOB-IISCO in which foreign capital 
has been invested and to which the International Bank l ecently 
advanced a loan of Rs. 15 crores. 

Such is the character of the expansion planned in the basic 
iron and steel industry. 


The Alnminhim Industry 


The expansion programme of the aluminium indusiry 
reveals the same reliance on foreign capital. Aluminium is the 
(inly non-ferrous metal which India can produce in large 
quantities. The development programme of the industry is 
as follows : 


1950-51 

Number of smelters 2 

Installed capacity 4,000 tons 

Production 3,677 tons 


1955-56 

3 

20,000 ton.s 
12,000 tons 


To achieve this increase the Commission has incorporated 
the expansion schemes of two private producers in ils 
own Plan. This is all the planning that it has done. 

There are at present two aluminium manufacturing units 
in the country : The Indian Aluminium Company, Ltd., domi¬ 
nated by America’s Mellon interests, and the Aluminium Coi- 
poration of India, Ltd., owmed and operated by an Indian firn!. 
The two plants together have a total capacity of 4,00(i tens of 
aluminium ingots per annum. Their combined total produc¬ 
tion of aluminium was 3,362 tons in 1948, 3,490 tons in 1949, 
3,596 tons in 1950, and 3,849 tons in 1951. 

The demand for aluminium is estimated at between 
15,000 to 20,000 tons per annum. To meet this demand the 
Commission recommends the implementation of the expan¬ 
sion programme of the two producers. The Aluminium Cor¬ 
poration of India intends to step up the production of alumi- 
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nium ingots to 2,000 tons per annum and increase the sheet¬ 
rolling capacity from 500 tons to 3,000 tons. The Indian 
Aluminium Company, which is a foreign concern, envisages the 
expansion of the smelter at Alwaye to 5,000 tons to be com¬ 
pleted by the end of 1953. It has also planned to increase the 
rolling capacity of its mills at Belur to 6,000 tons per annum. 

Further, the Indian Aluminium Company has recently 
completed a survey of the possibilities of development of the 
aluminium industry in the Hirakud area. On the basis of 
the report of the Company’s technical mission, it has formu¬ 
lated a phased programme of development on the following 
lines : (1) Establishment by early 1956 of a smelter with an 
annual capacity of 10,000 tons per annum; (2) Expansion of 
mining of bauxite at Lohardoga to 80,000 tons and of alumi¬ 
nium production at Muri to 30,000 tons per annum by the 
end of 1958. 

Thus we see that a major part of the planned increase of 
16,000 tons is to come from a foi'eign company. This is where 
the policy of no-discrimination leads to. It forces you to 
consider foreign capital as national capital and its expansion 
as national development and plan. 

Under the Plan capital invc.sted in the industry will in¬ 
crease by Rs. 900 lakhs over the present investment of Rs. 350 
lakhs. This latter figure covers only what is expected to 
be spent during the period of the Plan and does not cover the 
full expenditure required for the expansion schemes. 

Obviously by far the largest part of this additional in¬ 
vestment will come from the foreign company. The expan¬ 
sion programme is thus at the mercy of foreign capital and 
there is no guarantee about its implementation. 

Power-driven Pumps 

The programme for increasing the production of power- 
driven centrifugal pumps is once more based on the expan¬ 
sion projects of private producers with participation of foreign 
capital. 

The estimated capacity of the industry is 42,000 pumps 
against an estimated demand of about 60,000 pumps. The 
actual production was 33,292 in 1950 and 47,989 in 1951. 
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With the implementation of the expansion plans already in 
hand, the total rated capacity of the industry is expected to 
increase to about 62,000 pumps by 1952-53. Obviously these 
projects were decided upon before the Plan was drawn up. 

The actual production of pumps is estimated at 50,000 
units during 1952-53 and 80,000 to 85,000 units in 1955-56, as 
against an estimated demand of 1,00,000 pumps. 

Kirloskar Bros., who at present are the biggest producej s 
with a rated capacity of 12,000 per annum, have submitted a 
plan for increasing their capacity to 50,000 pumps by the end 
of 1952-53. In its calculations the Commission assumes the 
rated capacity of the company to be 25,000 per annum. Ano¬ 
ther firm proposes to undertake the manufacture of centri¬ 
fugal pumps, and expects to produce about 4,800 pumps per 
annum before the end of 1951. 

Thirdly, another new firm has plans to manufacture about 
1,600 pumps per annum during 1952 in technical collaboration 
with Harland Engineering Co. of Scotland. 

The short fall in production is to be made up by the pro¬ 
duction of turbine pumps. “Construction of a large number 
of tube wells has been planned during the next few years, 
both under the State irrigation projects as well as under the 
Indo-American Technical Co-operation Development Pro¬ 
gramme. The total demand for such pumps might be esti¬ 
mated at over 10,000 pumps during the next five years.’* 
As against this the rated capacity of the existing unit is only 
600 pumps per annum. 

Two new firms, Kirloskar Bros, and Johnstone Pumps 
(India) Ltd. propose to manufacture deep-well turbine pumjjs 
in the near future. 

“The latter, an associate of Messrs. Johnstone Inter¬ 
national Pump Co. of California, U.S.A., combines both 
Indian and x^^erican capital, know-how and personnel 
and they propose to undertake negotiations with the 
Government to drill and equip 2,000 to 2,500 tube wells. 
It is expected that the firm will start progressive manu¬ 
facture of pumps during 1952.” 

(Programmes of Industrial Development, p. 30.) 
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The Indo-American Technical Co-operation Development 
Programme does not appear to be a profitless deal. Thanks 
to it American firms arc able to invest in India and find a 
ready market for their products. Under the expansion 
schemes we find two new foreign firms making their appear- 
cince to exploit the Indian market. Their exploitation pro¬ 
jects have become a part of the national Plan. It will not 
be surprising to find that at the end of the planning period 
these foreign firms will have ruined some of the existing 
Indian firms. 


Diesel Engines 

“Diesel engines are becoming increasingly popular 
with the agriculturists for driving pumps, chaff-cutters, 
threshing machines, etc., because of their simplicity and 
relatively rugged construction. Besides, they have also 
gained considerable importance in the industrial field by 
supplying motive power in areas where electric power i.s 
not easily civailable.” 

(Programmes of Industrial Development, p. 30.) 

The existing capacity of the industry is 11,325 diesel en¬ 
gines. The actual production of diesel engines was, until re¬ 
cently, considerably below the rated capacity. It was 5,540 
in 1950-51 and was estimated to be 7,300 in 1951-52. By the 
end of 1955-56 the demand for diesel engines is expected to be 
40,000 engines below 10 H.P. and 20,000 engines above 10 
H. P. 

How is the production capacity to be raised to meet this 
estimated demand? First, there is the expansion of the two 
existing firms, one of which is Kirloskar Oil Engines, Ltd. 
Kirloskar Oil Engines, Ltd. is a joint venture in which the 
British Oil Engines (Export) Ltd., is participating. The 
Central Government has sanctioned the establishment of se¬ 
ven new units for the manufacture of diesel engines. With 
the implementation of these new projects, the annual rated 
capacity of the industry would increase to 29,725 engines on 
the basis of a single shift operation of 300 days. 

Among the seven new units sanctioned for the industry 
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there are: (1) Khusbalani Russel Newbery & Co., Ltd., 

(2) James Beechey & Co., Ltd., (3) Hindustan Electric C<i. 
The rated capacity of these three firms is 10,000 engines where¬ 
as that of the remaining four units is 8,400 engines. 

Of these three firms the fir.st is obviously a joint venture, 
the second seems to be a purely foreign venture and tlie third 
is a subsidiary of the Hindustan Motors, which itself is a joint 
venture. Thus we find that firms either controlled by Uj- 
reign capital or in which foreign capital participates, are to 
contribute a major part of the production from new units. 
Besides foreign capital participates in Kirloskar Oils also. 
When the company was forrnc^d it was announced that the 
British Oil Engines, Kirloskars (Managing Agents) and the 
Indian and British Directors of the new concern, held 20 per 
cent of the issue. It is therefore safe to conclude that a major 
part of the total increase in diesel engines production under 
the Plan is to come from firms controlled by or connected with 
foreign capital. 

The Commission’s estimate of the total demand for diesel 
engines for 1955-56 is not based on any factual ascertainment, 
but seems to be only a conjecture. The fact is that prer- 
duction is much below full capacity of the industry. The 
Commission states : ‘‘However, with the completion of some 
of the multi-purpose and other power projects and the increa¬ 
sed availability of hydro-electric power for all puri30ses, the 
demand for diesel engines will become limited mainly to those 
areas which will not be enjoying such hydro-electric power 
facilities.” Nevertheless, it comes to the conclusion that de¬ 
mand for these engines will increase to 60,000 engines by 
1955-56. 

But the Commission is so sure about its estimate that it 
considers it desirable to permit additional capacity of the 
order of 10,000 diesel engines so that the annual in.stalled ca¬ 
pacity would increase to about 39,725 on a single shift basis, 
while the industry is to aim at achieving a production of 
50,000 diesel engines of different H. P. by 1955-56, by working 
on a multiple shift basis. 

There are of course concerns ready to take advantage of 
the permission to add to installed capacity of the industry. 
And as is inevitable one of them is again a joint concern. 



128 


INDIA’S riVE'YEAR PLAN 


The most probable result of the freedom given to foreign 
capital and the exaggerated estimate of the demand will be 
that foreign and joint concerns will drive the Indian concerns 
to the wall. The weaker Indian concerns will not be able to 
withstand the competition though the Commission’s estimate of 
the demand makes it appear that there is room for all. 

Aniomohile Manufacture 

From the point of view of national defence as well as the 
industrial development of India, the manufacture of complete 
automobiles is of groat importance. Does the Commission 
promise us a complete automobile at the end of the Five- 
Year Plan? No, it does not. Of course the Conmiission 
appears to set before itself the aim of doing avray with the 
mere assembly of automobiles that obtains at present and re¬ 
placing it by manufacture. It even suggests that the “policy'’ 
of “weighted” imports being allowed in favour of the manu¬ 
facturing units should be continued in future, so that the 
imports of those units which are engaged in assembly work are 
progressively reduced and eliminated. 

But all that it means by manufacture is gradual manu¬ 
facture of certain components and not the manufacture of the 
entire car. At the end of the Five-Year Plan also the 
“manufacturing units” will be nothing but glorified assembly 
plants. 

The programme of production is as follows: 

1950-51 1955-56 



As.semb- 

Manufac¬ 

Assemb¬ 

Manufac< 


lers 

turers 

lers 

turers 

Number of Units 

10 

2 


2 

Rated Capacity 

41,700 

30,000 


30,000 

Actual 

Production 

12,442 

4,077 

_ 

30,000 


It is estimated that the annual demand for motor cars and 
vehicles, excluding the requirements of the Defence Ministry, 
is in the neighbourhood of 25,000. The annual requirements 
of automobiles during the period of the Plan are not expected 
to be appreciably higher than at present. 
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The 30,000 automobiles that will be “manufactured’’ by 
1955-56 are thus expected to meet our requirements 
in full. This is to be achieved by giving a complete mo¬ 
nopoly to two firms and by incorporating their programmes 
in the Plan. The Commission writes that out of the five firms 
which have plans to undertake manufacture of components, 
and finally, complete vehicles, only two—Hindustan Motors, 
Ltd. (Calcutta) and Premier Automobiles Ltd. (Bombay) — 
have made any appreciable progress in this direction. “These 
two firms, therefore, have been accepted in the Plan as the 
two principal units engaged in the manufacture of automo¬ 
biles.” (Programmes of Indnsirial Development, p. 37.) 

What type of manufacture will the two firms undertake? 

“It has already been mentioned that the two princi¬ 
pal manufacturing firms—the Hindustan Motors and the 
Premier Automobiles—have in hand immediate plans for 
increasing both in volume and range the manufacture of 
components required by them in the assembly of automo¬ 
biles. 

“Hindustan Motors are erecting a foundry and forg¬ 
ing plant which on completion will help to reduce the 
price of imported components in the cars assembled at 
their works. At present, the value of imported compo¬ 
nents per car is about 35 per cent of their selling price 
(Rs. 3,200 to Rs. 3,500 out of Rs. 9,975) and it is expected 
to go down by another Rs. 700 to 800 per car. Premier 
Automobiles who are at present manufacturing radiators, 
mufflers, propellor shafts, springs and shock absorbers ex¬ 
pect to produce within a short time transmission and 
differential equipment and later to undertake the produc¬ 
tion of engines.” 

(Ibid., p. 39) 

The Premier Automobiles only expects to undertake pro¬ 
duction of engines at some future unspecified date. How 
many years the country has to wait before this expectation is 
fulfilled, only the Commission can tell. However, it is certain 
that it will not be during the period of the Plan. 

The Five-Year Plan for automobiles reduces itself to the 
production of a few more components. 

F 9 
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The only change that takes place is that instead of a 
number of firms assembling cars, there will be only two who 
will monopolise this task. 

“In view of the limited size of the Indian market for 
motor vehicles, it is necessary that production should not 
be dispersed among a large number of manufacturing units 
functioning on an uneconomic basis, but should be con¬ 
centrated in a few manufacturing units. Since a large 
amount of capital has already been invested by the two 
units, viz. Hindustan Motors and Premier Automobiles, 
which have already made some progress with their manu¬ 
facturing programme, it will be desirable to encourage 
these units to expand production to their full capacity.’* 

(Programmes of Industrial Develojmient^ p. 39.) 

These two firms have contributed Rs. 7 crores out of the 
total paid-up capital of Rs. 9.3 crores invested in the industry. 

And, finally, both these firms which are being given the 
monopoly of automobile production are joint ventures, domi¬ 
nated by foreign capital. The Hindustan Motors Ltd. is a 
joint Birla-Nuffield concern. The Nuffield organisation is 
a huge organisation, which owned as many as 63 plants in 
England in 1947. When the joint concern was announced in 
1945, it was reported that Nuffield would have a share in the 
capital upto 25 or 30 per cent and that they were guaranteed 
a fair .share in the profits for 15 years, that they would be paid 
royalties for patents and manufacturing rights, etc. 

Nuffield besides had complete power to decide the pro¬ 
gress of the concern. “Nuffields organisations are to manu¬ 
facture and supply the technical parts which could not be eco¬ 
nomically made in India and Nuffields’ technicians are appar¬ 
ently to decide which components should be made in India 
and which in Britain.” [Capital, Jan. 3, 1946, (quoted by Arun 
Bose— hido~British Big Business Deals.)] How well the Nuf- 
field’s technicians have done their job can be seen from the 
fact that the firm is not able to produce a complete automobile 
after seven or eight years of its existence. It continues to 
remain an assembly plant to this day. 

The expansion programme submitted by the Hindustan 
Motors could only have been decided in consultation with the 
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Nuffield interests. Little wonder that it does not even men¬ 
tion manufacture of the entire automobile. The Commission 
not only incorporates it in its Plan but also proposes that this 
Birla-Nuffield concern together with another, should have the 
monopoly of producing (assembling) automobiles. 

The other concern, the Premier Automobiles, is a joint 
venture of the American Chrysler Company and Walchand 
Hirachand. When the concern was announced, Walchand 
declared: “The programme of the company was to manu¬ 
facture their own parts in India and produce automobiles 
within three years of starting the factory.” The company 
was to go into production in the second quarter of 1946. 
Automobiles were to have been produced by 1950 at the latest. 
We have yet to see the production of a full automobile from 
the factory. Even now the company only expects to under¬ 
take the production of engines at some unspecified date. 

And the Commission makes its five-year programme of 
automobile production completely dependent on those two 
concerns. 

No one will of course shed a tear if this leads to the com¬ 
plete closure of American-owned assembly plants in India 
like those of Ford Motors and General Motors. These foreign 
concerns only obstruct the development of the Indian industry, 
and it is but proper that they should be closed. One only 
hopes that the Government will not attempt to conciliate 
them. At present they have refused to undertake even the 
manufacture of components and made it clear that they do 
not want to go beyond simple assembling in India. It may 
be that faced with total closure they may agree to manufacture 
a few components, and the Government may allow them to 
continue their assembling activities. 

However, the Commission’s proposals do not result in 
replacing foreign assembly plants by Indian manufacturing 
units. They only give the monopoly of assembling to the two 
firms who are dominated by foreign capital. 

Max:hine Tools 

• “Machine tools, often described as ‘machines that make 
machines’ are power-driven appliances for precise shaping 
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of metal parts from raw or semi-processed materials, rough 
castings, forgings, or rolled sections, etc., by removing ex¬ 
cess metal by cutting. These are essentially capital goods 
used mainly in the heavy mechanised industries and in 
the manufacture of locomotives, ships, aeroplanes, radio- 
electronic equipment, agricultural and textile machinery, 
armaments, etc. The machine tool industry is thus a 
basic and strategic industry, vital to general industrial 
development as well as national security.” 

(Programmes of Industrial Development^ p. 53.) 

What is the programme of the Commission in relation to 
this strategic industry? So far as the modern precision and 
production type of machine tools are concerned, the pro¬ 
gramme is to produce 1,600 machine tools by 1955-56 whereas 
normal requirements today are estimated to be 1,500. 

At present India does not produce precision and produc¬ 
tion type of machine tools. Under the Plan they will be 
produced by a State concern working in collaboration with 
a Swiss firm, Messrs. Oerlikons, which has agreed to take 10 
per cent of the shares of the company. The total investment 
in the project will come to about Rs. 10 crores in the five-year 
period. The Swiss firm has agreed to provide the technical 
‘know-how’, equipment jigs, tools and fixtures, duplicate pat¬ 
terns, operation schedules, etc,, and also to loan the services of 
their technical experts and keymen for a period of tweniy 
years to enable the factory to be established. Of the 600 
officers in the new factory, 240 would be from Switzerland 
in the beginning. According to the agreement, it will take 
twenty years for the State factory to be established. For 
twenty years foreign keymen and experts will dominate this 
strategic factory, determining its progress and production. 

If Indians cannot learn to manage and run a machine tools 
factory within a period of twenty years, we must say good¬ 
bye to all industrial advance. Only under British rule 
were such fantastically long periods laid down before Indians 
could be entrusted with any responsible job. 

With regard to the existing types of machine tools : 

“The present range of products of Indian industry 
includes mostly copies of old models of lathes, drilling 
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machines, shaping machines, planing machines, chucks, 
presses, etc. The bulk of machines manufactured are 
simple and primary type of machine tools of old models 
which are mainly suitable for use by small-scale manufac¬ 
turers, where the machines are used intermittently and 
high output and rigid adherence to specification standards 
are not essential. These indigenous machine tools have 
not been found suitable for use in Class I Railway work¬ 
shops, Ordnance Factories and certain other key indus¬ 
tries ...” 

{Prograrmnes of Industrial Development, p. 54.) 

Indian industry can thus produce only machine tools used 
in small-scale industries. The Commission’s recommendation 
is that the existing manufacturers should raise their produc¬ 
tion to 3,00(^ machine tools per annum, which is their rated 
capacity. The actual production in 1948f 1949, 1950, was 
estimated at 1,692, 2,240 and 1,101 machine tools respectively. 

It will be seen that the industry has been operating much 
below its productive capacity. What is the reason? 

“Till about the middle of iv}48, there was a heavy 
demand for machine tools and more than 90 per cent of 
the total indigenous production was consumed by private 
small-scale industries and other private parties... Subse¬ 
quently, however, a general recession set in, and moreover 
many items of consumer goods were brought under the 
Open General Licence, with the result that a number of 
small-scale manufacturers closed down. These factors 
have been mainly responsible for the recent heavy drop 
in the overall demand for indigenous machine tools.” 

(/bid., p. 55.) 

The situation is not going to improve but deteriorate m 
the near future. The plight of small engineering concerns has 
become much worse since the slump of 1952. High prices, 
higher rates of interest, and economic depression have made it 
extremely difficult for the small owner to carry on produc¬ 
tion. The depression has brought down the demand 
considerably. The Five-Year Plan, with its reliance on deficit 
financing and high taxation, will worsen the situation for the 
small-scale producer with the result that the demand for indi- 
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genous machine tools is likely to go down. It is, therefore, 
difficult to believe that the target of production to the full 
capacity of the industry can be easily reached by 1955-56. 

The National Planning Commission’s programme in rela¬ 
tion to this vital industry reduces itself to (1) production of 
as many precision and production tools as are required today; 
and (2) keeping more or less to the present level of produc¬ 
tion in indigenous machine tools which are mainly used in 
small-scale industries. 

Textile Machinery 

The production of textile machinery is very important, 
for textile industry is our biggest industry and till recently we 
have been entirely dependent on imports of foreign machinery 
to run it. 

Here also the Commission accepts the programmes fixed 
by private concerns engaged in the industry. All the prin¬ 
cipal concerns producing textile machinery were launched 
before the Plan was drawn up, and almost all had started pro¬ 
ducing before the Plan had started working. The Commis¬ 
sion can, therefore, claim no credit so far as this industry is 
concerned. 

The value of the output of textile machinery in 1951 was 
estimated at about Rs. 1.25 crores, while the value of imported 
machinery for 1951-52 was Rs. 7.3 crores. This shows the 
distance we have to travel before we could stop imports and 
end our dependence on foreign sources. 

In Jxme 1952, the annual rated capacity for the manufac¬ 
ture of ring frames, carding engines, and looms and dobbies 
as declared by the producers was as shown below : 

Table 20 

ANNUAL RATED CAPACITY FOR MANUFACTURE 
OF TEXTILE MACHINERY (1952) 

No. of units regularly 
Machinery engaged in manufacture 

Ring Frames 2 

Carding Engines 1 

Plain Looms & Automatic 

Looms 2 

Dobbies 2 


Annual rated 
Capacity 

T96 

600 

7,900 

1,800 
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Actual production of ring frames, carding engines, and 
{plain looms in 1951 was as folows : 

Table 21 

ACTUAL PRODUCTION OF TEXTILE MACHINERY (1951) 


Machinery 1951 

Ring Frames (numbers) 275 

Calico Looms ( ,, ) 2/260 

Carding Engines ( „ ) 134 


How do the rated capacity and actual production corres¬ 
pond to our requirements? 

The Planning Commission, as will be seen later, does not 
provide for expansion projects in the textile industry. Its 
programme is to raise the production of the cotton textile in¬ 
dustry to its full capacity. If this is done the per capita avail¬ 
ability of cloth, after providing for exports, will be only 15 
yds. as against the 15 to 16 yds. obtained in the prewar years. 
The Commission’s programme will not relieve the shortage of 
cloth but only perpetuate it. 

The Commission estimates the requirements of textile 
machinery on the basis of this programme of cloth production. 

The rated capacity of the manufacture of spinning ring 
frames will be 800 ring frames in 1955-56, while actual produc¬ 
tion is estimated to be 700 frames. This increase in the rated 
’capacity will come into effect only after the expansion pro- 
^amme of one of the concerns is fully implemented. Till 
then, the rated capacity can be taken to be only 490 frames per 
year. The requirements of the five-year period, on the other 
hand, are estimated to be 2,250 to 2,750 ring frames for replace¬ 
ments and 875 for providing additional capacity, making a 
total of 3,125 to 3,625 ring frames. This means an actual pro¬ 
duction of 625 to 725 ring frames per annum, a figure which 
cannot be achieved. 

As regards looms, in 1951-52 we imported 8,570 plain 
looms. We produced 2,260 calico looms. Thus the minimum 
requirements in 1951-52 were 10,830 looms. As against this 
the rated capacity of the industry in 1955-56 will be only 8,000 
plain and automatic looms, while actual production will be only 
6,000 looms. The Commission places the requirements of 
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carding engines at 800 to 900 machines per annum, whereas 
the rated capacity of the industry at the end of the Plan will 
be oniy 600 machines per annum. In 1951 the industry pro¬ 
duced only 151 machines or one-fourth of its rated capacity. 

The rated capacity of fluted rollers which are used in ring 
frames, speed frames, and other preparatory machines like 
drawing frames and camber, was 129,000 per annum in 1951 
while the estimated demand is to go up to 575,000 to 600,000 
units in 1955-56. The annual installed capacity of tin rollers 
is 6,576, while the estimated demand is 6,000 pieces per annum. 

Thus production of textile machinery falls far short of our 
requirements even if there is going to be no expansion of the 
textile industry. It is not sufficient to meet fully the require¬ 
ments of replacements. The gap will be much wider if our 
textile industry is allowed to expand fully to ensure a decent 
quantity of cloth for all our people. 

Among the seven firms whose projects have been incor¬ 
porated by the Commission in its own Plan, two are joint ven¬ 
tures of the usual t^npe. One of them is a very big concern 
which might soon dominate the rest. According to the 
Commission, the total fixed capital invested in the entire in¬ 
dustry, including the manufacturing of components like fluted 
rollers, etc., and in other firms engaged in this line as one of 
their activities, would be of the order of Rs. 5 crores. 

On the other hand, the total capital of the National Ma¬ 
chinery Manufacturers Ltd., which is an Indo-British concern, 
is Rs. 3.5 crores. This, of course, includes fixed assets as 
well as other capital. Yet this is sufficient to indicate its size 
in relation to the others. 

Before 1956 the firm hopes to reach a monthly production 
of 25 complete ring frames. Thus out of an estimated total 
of 700 in 1956, this firm alone will contribute 300 ring frames, 
i.e. nearly 40 per cent of the production. 

The other joint venture is the Machinery Manufacturers’ 
Corporation Ltd. which is the only company in India manu¬ 
facturing carding engines. The firm was incorporated in 
1946 with an authorised capital of Rs. 60 lakhs. It has con¬ 
cluded a technical assistance agreement with an American firm 
and has engaged a Canadian firm of consulting engineers. 

The Indo-American firm possesses a monopoly in the 
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production of carding engines. It is to organise the entire 
production of 600 carding engines under the Plan. The 
company has been pampered with loans from the Industrial 
Finance Corporation amounting to Rs. 50 lakhs. Recently the 
Government agreed to invest Rs. 25 lakhs in its cumulative 
preference shares to assist it. 

While the Planning Commission counts on raising the pro¬ 
duction of the Company to its full rated capacity, the economic 
crisis is threatening the company with closure. In March 
1953 it was reported that the offtake of cards by the textile 
industry had been already low for some months past and that 
this was one of the reasons why the Company was on the verge 
of closure. 


Dry Batteries 

The Commission’s plan for dry batteries production pre¬ 
sents the most egregious case of supporting a foreign monopoly 
in the name of national planning. 

The total rated capacity of the industry was estimated at 
285.0 million cells per annum by the Tariff Board in their latest 
enquiry in 1950. The demand for dry cells is expected to 
increase to 320 million by 1955-56. 

Out of the total rated capacity of 285.0 million cells at 
present, the National Carbon Company accounts for not less 
than 205 million cells. This company is a purely foreign 
concern—owned and run by American capital. Thus nearly 
72 per cent of the production of this industry is controlled by 
this American firm. 

The members of the Planning Commission are in no hurry 
to end this domination. They have accepted it as a national 
concern and are bent on increasing its strength. The entire 
expansion under the Five-Year Plan is to benefit this concern 
alone. This is what they solemnly recommend : “The exist¬ 
ing capacity of the dry battery industry, viz. 285.0 million 
cells, is expected to be augmented by 25 million cells as a 
result of the expansion programme of the National Carbon 
Company. This expanded capacity could adequately take 
care of the demand anticipated by 1955-56 and therefore no 
new factories should be allowed to be established during the 
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period of the Plan [emphasis added].” {Programmes of Indus^ 
trial Development, pp. 85-86.) 

Thus are Indian capital and concerns kept off from enter¬ 
ing the field to protect a foreign monopolistic concern. Plan¬ 
ning here has become a blatant instrument of protecting foreign 
concerns. 

The most shocking part of the recommendation is that 
this American company has been given permission to manu¬ 
facture layer built batteries with an annual capacity of 24 
million cells. These batteries are required by the Defence 
Services. All Indian firms are excluded from this contract. 
Only an American firm has been found worthy of the con¬ 
fidence of the National Government in the matter of defence 
and this after the Americans had shipped us damaged wheat 
and cotton. 

While the Planning Commission and the government 
extend their patronage to this firm, the latter treats the gov¬ 
ernment with contempt. Shri Munishwar Dutt Upa- 
dhyaya, a Congress M.P., stated in the House of the People on 
November 14, 1952 the following about this firm: “When the 
'question of costing arose this firm did not allow the Tariff 
Commission to look into its accounts, so as to calculate the 
cost of production.” 

This defiance of Indian authority is rewarded by the 
Commission by allowing the firm to strengthen its monopolist 
position in the industry. 

Storage Batteries 

Storage batteries are used for various purposes, but their 
widest use is a vital part of a modern motor car. 

Before the war, factories producing storage batteries were 
very small units. During the war several new firms came 
into existence. “The battery plant of the General Motors 
(India) Ltd. is the most important unit established in the post¬ 
war period.” (Programmes of Industrial Development, p. 87.) 
We once more come across a notorious American monopoly. 

The production capacity of the battery plant of the Gene¬ 
ral Motors is not known but it must be considerable since 
some of the other post-war firms themselves have a big capa- 
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city compared with the smaller Indian concerns. Thus 
Oldham & Sons, another foreign company established after the 
war and during the period of the Plan, has a capacity of 25,000 
while Free India Dry Accumulators has a capacity of 30,000 
batteries. The capacity of the General Motors plant must 
be considerably more than these firms. 

The Commission has only incorporated the projects of the 
various firms in its Plan. The new units came into existence 
in the usual unplanned manner and the Commission has given 
a place of honour to them in its own plan. 

With the coming into existence of the new units, the rated 
capacity of the industry is expected to increase from 445,820 
batteries in 1950-51 to 538,420 in 1955-56 while actual produc¬ 
tion is supposed to increase from 200,000 to 400,000 batteries. 

Without giving any reason whatsoever the Commission 
puts the prospective demand for 1955-56 at 400,000 batteries 
and claims that it has planned exactly according to require- 
Jments. 

It is hkely that the demand for storage batteries may go 
down in view of the present economic trends. In that case, the 
smaller Indian concerns will be ruined, while concerns like 
the General Motors (India) Ltd. and Oldham & Sons will 
flourish. It will not be a surprising development if the rated 
capacity goes down and actual production remains at a much 
lower level than what is expected under the Plan. 

Taking the Commission’s figures for what they are worth, 
it will be found that according to them 25 per cent of the rated 
capacity will not be utihsed. In reality a much larger pro¬ 
portion is likely to remain unutihsed. 

Besides, the industry will continue to remain dependent 
on foreign sources for its raw materials. “It is estimated that 
based on values, only 25 per cent of the raw materials required 
by the industry, are derived from indigenous sources at the 
present time.” (Programmes of Industrial Development,, p. 88.) 
“The most important problem of the industry is that of 
raw material. As already explained, the industry is almost 
entirely dependent on imports for the supply of its most essen¬ 
tial raw materials.” (Ibid., p. 89.) 
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Electric Cables & Wires 


The development of the cable industry on sound lines has 
a special significance in the context of the large-scale power 
development envisaged. 

Taking all factors into consideration, it is estimated that 
the requirements of the country would increase approximately 
by 40 to 50 per cent by the end of the period of the Plan. 
Annual requirements of various items of the industry by 1955- 
56 are expected to be as follows : — 


Table 22 


ANNUAL REQUIREMENTS OF ELECTRIC 
CABLES & WIRES 


1. Bare Copper Conductors 

2. Winding Wires 

3. Rubber insulated & Plastic 

cables and Flexibles 

4. A.C.S.R. Cables 


10,000 tons per annum. 
1,875 tons per annum. 

105 million yds. oer 
annum. 

8,000 tons per annum. 


(Programmes of Industrial Development, p. 93.) 


The programme of development under the Plan is as fol 
lows: — 


Table 23 

ANNUAL RATED CAPACITY OF ELECTRIC 
CABLES & WIRES 



Number of Units 

1950-51 

4 

1955.56 

5 

1. 

Telegraph & Telephone wires & Cables 



(mill, feet) 

nil 

2.5 

2. 

A.C.S.R. Cables (tons) 

2,500 

5,000 

3. 

Insulated Aluminium conductors 
(tons) 

nil 

500 

4. 

Winding wires (tons) 

450 

1,100 

5. 

Rubber and Plastic insulated 
cableis & flexibles (mill, yards) 

65 

199 

6. 

Paper Insulated power cables 
(miles) 

nil 

400 
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To reach these targets, the Commission approves the pro¬ 
grammes of three private firms for expansion. It further 
endorses the official project for a Dry Core Cable factory for 
the manufacture of telephone cables. 

Unfortunately here also we are not free from the domina¬ 
tion of foreign capital as will be seen from the following ; 

The Indian Cable Company at Tatanagar which was the 
only factory producing cables and wires before the war, is 
to increase its capacity for cotton covered and enamel winding 
wires to 800 tons per annum under the Plan. This concern, 
however, is a mixed concern. In this firm, the Tatas are 
interlocked with British Insulated Callenders Cables. “The 
experience of British Insulated Callenders Cables in combina¬ 
tion with Tata Steel has given birth to the Indian Cable Co.” 
(“Is Interlocking Harmful,” Indian Chamber of Commerce, 
Calcutta, p. 9.) 

Another firm, the National Insulated Cables Company of 
India has been permitted, to manufacture wires and cables in 
technical collaboration with a Japanese firm. 

The Aluminium Industries Ltd., Kundara, is to increase 
its productive capacity of A.C.S.R. cables from 2,000 tons to 
4,500 tons per annum. 

Finally, the Government of India is setting up a Dry Core 
Cable factory for the manufacture of telephone cables. Tlie 
investment on the project during the period of the Plan is 
expected to be Rs. l.M crores. The project is expected to 
make postal and telegraph departments independent of imports 
for meeting their requirements. The Government is setting 
up this factory in technical consnltaiion and agreement with 
the Standard Telephone and Cables Ltd. of the United King¬ 
dom. 


Electric Motors 

“Electric motors have an almost unlimited field in both 
industry and agriculture as they provide the motive 
power for driving all types of machines. In practically all 
factories, ranging from flour mills and oil mills to textile 
mills and heavy engineering workshops, electric motors 
are extensively used. Electric motors are also widely 
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used for agricultural pumps and play a considerable part 
in helping to grow more food. Electric motors are thus 
of considerable importance in both agriculture and indus¬ 
try.’’ 

{Programmes oj Industrial Development, p. 103.) 

The Commission’s programme of development is as foh 
lows : 


1950-51 1955-50 

Number of units 10 12 

Annual rated capacity (000 HP) 149.5 300.0 

Actual Production (000 HP) 99.0 320.0 

Estimated Requirements (000 HP) 200.0 320.0 


It is obvious that considering the importance of 
the industry, the programme presents low targets and objec¬ 
tives. The Commission estimates the requirements for 1950- 
51 at 200,000 HP and provides only for 320,000 HP at the end 
of the five years. Obviously this much increase in five years 
will not be enough to ensure a rapid development either in 
our agriculture or industry. 

Moreover, there is no guarantee that this programme of 
development will be put into practice. The private firms are 
under no legal compulsion to carry through their expansion 
projects. However, taking the development programme as it 
is, how does the Commission propose to realise it? 

“Messrs. Kirloskar Electric Co., Ltd., Bangalore.,,, 
have by now extended the range of producton of motors 
from 50 HP to 100 HP. The firm has already successfully 
manufactured a few motors of 100 HP and is on its way to 
regular production of these motors. It has also plans to 
take up the manufacture of motors above 100 HP and ex¬ 
pects to increase the capacity from its present level to 
75,000 HP per annum per shift in due course. 

(Ibid,, p. 105.) 

Twenty-five per cent of the total installed capacity of the 
industry in 1955-56 will be concentrated in the hands of one 
single firm—the Kirloskar Electric Co. Ltd. According to the 
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Commission, this firm is in technical collaboration with the 
Brush Engineering Co. of the U. K. 

In 1945, when the firm was formed, it was reported that 
the British firm would get 15 per cent share of the capital 
together with payment for designs, processes, technical advice, 
«tc. for a few years. 

The formal trade announcement of Kirloskar Electric Co, 
Ltd. stated that the Brush Electrical Engineering held 8 per 
cent of the capital issue, Kirloskar & Sons, Managing Agents, 
held 4 per cent. And the Directors of Kirloskar Electric, 
including the two English directors, held 4 per cent. Two of 
the seven directors were to be British. (Arun Bose, Indo-Bri- 
tish Big Business Deals, p. 39.) The Kirloskar Electric is thus 
a typical joint Indo-British concern and it is this firm that 
will control 25 per cent of the rated capacity under the Plan. 
It is also going to undertake production of motors from 50 HP 
to 100 HP and above. 

The Commission further states: “Messrs. Associated Elec¬ 
trical Industries Manufacturing Co., Ltd., and Messrs. G.E.C. 
(India) Ltd. have plans to extend their range and capacity of 
production upto 100 and 50 HP respectively.*^ 

The Associated Electrical Industries is a purely foreign 
concern, now owned by the Americans. The American Gene¬ 
ral Electric and its foreign affiliates own 20.72 per cent of the 
preferred shares and 40.60 per cent of the ordinary shares of 
the parent British Company. 

The G.E.C. (India) Ltd. are representatives of the Gene¬ 
ral Electric Company of London, affiliated with the American 
General Electric. 

Thus these two purely foreign concerns, along with an 
Indo-British joint venture, are to monopolise the expansion in 
the production of 50 HP and 100 HP motors. What percen¬ 
tage of total production they will control is not given. But 
it is, clear that they will be very much in the picture and that 
their expansion plans have become part of the National Plan. 

Among those who have undertaken the manufacture of 
special types of electric motors required for the textile industry 
are Crompton Parkinson Works Ltd., Kirloskar Electric Co. 
Ltd. and G.E.C. (India) Ltd. 
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Thus two foreign firms and one joint venture are to play a 
prominent role in developing the manufacture of special types 
of motors. Considering their strength, it will not be surpris- 
ing if these three firms play a dominant role in the manufac¬ 
ture of special types. 

It is obvious that the expansion programme in respect of 
this industry is to a great extent dependent on the joint and 
purely foreign ventures. 

This dependence is enhanced by the fact that the industry 
is helplessly dependent on foreign sources* for essential ra-.v 
materials. This puls a double veto on the progress of the 
industry at the hands of foreign capital. It also helps 
foreign capital invested in the industry to ruin Indian cqn- 
cerns in competition. The foreign firms are naturally well- 
placed to get ea.sy supplies of raw materials from abroad and 
at cheaper prices. Their connections with the metropolitan 
companies whose subsidiaries they are and their business con¬ 
nections abroad enable them to secure raw materials while 
their Indian competitors have to pay exorbitant prices. 

Even after the end of the Plan, this important industry 
will remain at the mercy of foreign capitalists. 

Electric Transjor^ners 

The programme of development in regard to electric trans¬ 
formers is as follows : 


1950.51 1955-50 

Number of Units 7 9 

Annual rated capacity (’000 KVA) 370.0 485.0 

Actual Production (’000 KVA) 178.9 450.0 

Out of the addition of 115,000 KVA per annum to the rated 
capacity, the Government factory at Bangalore will contribute 
30,000 KVA. The Radio and Electricals Ltd., Madras, will con¬ 
tribute 20,000 KVA. The General Electric Company (India) 
Ltd. is expected to contribute 15,000 KVA and the Kirloskar 
Electric Co. Ltd., 50,000 KVA. 

Thus more than half of the additional capacity will come 
from two concerns, one of which is a purely foreign concern 
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—Anglo-American—and the other a joint concern controlled 
in various ways by British capital. No comment is necessary. 

Besides, production of transformers of higher ranges is ex¬ 
clusively dependent on these two concerns. Both these con¬ 
cerns have promised to produce higher range transformers but 
it seems that the promise will not be carried out at least during 
the period of the Plan. 

The Kirloskars have a scheme to manufacture transform¬ 
ers of higher power range upto and including 5,000 KVA— 
33 KV. In the initial stages, it will be confined only t o trans¬ 
formers from 50 to 500 KVA. They promise to augment the 
range and capacity of production after one year. 

The experience of joint concerns shows that such promi¬ 
ses are not easily realisable. The joint ventures in automobiles 
have yet to redeem their pledges of producing an entirely 
Indian car. 

The General Electric Co. (India) Ltd. also promise that 
they will be able to produce transformers upto 2,500 KVA and 
11 KV under their new scheme; but initially they will be pro¬ 
ducing transformers of 250 KVA and less only. There is no 
indication that the range of production will be extended in the 
near future. 

Thanks to the veto exercised by British and American 
capital, in the period of the Plan at any rate, we will be 
producing only low range transformers. In the con¬ 
ditions of crisis and depression, this will mean that these two 
big concerns will compete with the smaller concerns who are 
already producing transformers of this type. 

Chemical and Allied Industries 


The following table summarises the programme of deve¬ 
lopment of the nitrogenous fertilizers industry during the 
period of the Plan ; 



Unit 

1950-51 

1955.56 

Number of factories 


6 

7 

Annual rated capacity 

Tons 

78,670 

481,270 

Actual Production 

Tons 

46,304 

450,000 

Estimated Consumption 

Tons 

250,000 

600,000 


Pio 
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Taking into consideration the immense scope for the 
application of fertilisers in India where the ordinary peasant 
hardly uses chemical fertilisers, the target of 450,000 tons of 
ammonium sulphate cannot be described as anything but 
poor. The Commission itself states that the recent figures 
given by the Ministry of Agriculture put our requirements at 
10 million tons, while its Plan provides lor only 600,000 tons. 
One wonders how many plans will be required at this rate 1o 
reduce the gap to reasonable proportions. 

This small target set by the Commission is an eloquent 
comment on its programme regarding agriculture. Though the 
fertiliser requirements of cur land run into millions of tons, 
it is obvious that under the Commission’s Plan, the large mass 
cf peasants will not have the resources to buy fertilisers, 
thanks to the retention of the feudal tribute. The Commis¬ 
sion’s target shows that it expects only a small section of 
the peasants to apply them to land. 

The State plant at Sindri is to contribute a major part of 
the increase in production in the period of the Plan. The 
Commission cannot take credit for the project, because it was 
launched before the Commission started on its work. Invest¬ 
ment amounting to Rs. 18.41 crores was made by April 1951, 
and only 9 crores are to be spent during the period of the Plan. 
The factory was completed in October 1951. 

The project w^as conceived by the former British Gov¬ 
ernment in 1945 following the recommendations of the Food- 
Grains Committee which was appointed in the wake of the 
Bengal Famine. It was a British attempt to appease the 
general discontent over food-shortage as well as an attempt 
to ease the food situation by bypassing the urgently needed 
land reforms. The Commission seems to have accepted the 
British project as well as the British method of easing the 
food situation. 

However, before Sindri could come anywhere near ils 
full capacity of production, stocks began to accumulate and 
fertilisers remained unsold. By December 1952, production 
at Sindri had only reached 7,000 tons while undisposed stocks 
piled up at the factory amounted to 50,000 tons. At that 
time the price of Japane.se fertilisers was Rs. 230 per ton 
while the Sindri-produced fertilisers cost Rs. 446-4 per ton. 
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How the price of the product of a State concern was inflated 
by the various agencies of the Government can be seen from 
the following. Sindri sold its ammonium sulphate to the 
Central Agricultural Ministry for Rs. 350 per ton. The Min¬ 
istry. in its turn, sold it to the State Governments at Rs. 3(15 
per ton. The State Governments sold it to the farmer either 
through retail dealers or co-operative societies at Rs. 440-1 
per ton. The distribution charges thus amounted to 33 per 
cent of the ex-factory price. 

Obviously this high price contributed to the accumula¬ 
tion of stocks at the end of 1952. These stocks were cleared 
off mostly by selling them to tea gardens and other 
plantations.^ 

This problem of price and demand will crop up again and 
again when production of Sindri begins to mount up. By 
June 1953 production had reached an average of 900 tons 
a day and the cost of Sindri fertilisers was Rs. 290 a ton as 
against the landed cost of Rs. 370 to Rs. 380 for imported 
fei tili.sers. Prices are likely to rise with the increased 
expenditure on the Plan and with the Commission’s proposal 
fer deficit financing. The entire production of 450,000 tons 
may not be consumed at high prices and stocks are likely 
to accumulate again. At any rate, very little will go to meet 
the needs of the ordinary peasant for whom the present price 
itself is prohibitive. 

The inability of the government to manage this State 
project is seen from the fact that it has now been decided 
to transform it into a limited company. No loss a person 
than the Controller and Auditor-General of the Government 
has protested against this, stating that it is illegal to convert 
government undertakings into limited concerns, technically 
not subject to direct control by the Public Accounts 
Committee. 

The autonomy secured by ihe Sindri Fertilisers is being 
used to create vested interests for private firms. The Plan- 

^Towards the end of 1952, Mr. B. C. Mukherji, Sindri’s 
Managing Director, in a speech to the Rotary Club in Calcutta 
was reported to have stated that fertilisers produced in Sindri 
were being used mainly in cities, towns and other large centres. 
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ning Commission has recommended that a coke oven plant 
with a daily capacity of 600 tons should be put up by the 
Sindri Fertilisers at a cost of Rs. 235 lakhs. But now under 
the newly-secured autonomy, the Sindri Fertilisers have en¬ 
tered into a financial agreement with a private firm for the 
erection of the new plant and further agreement with another 
private firm for establishing a cement factory. 

The authorities have already taken steps to secure foreign 
participation in the project. They have submitted the Com¬ 
mission’s expansion scheme for Sindri for American appro¬ 
val under the Technical Aid Programme. The Commission’s 
scheme envisages the production of 100 tons of urea and 110 
tons of ammonium nitrate per day. The cost of the project is 
estimated at Rs. 8.55 crores. It is now gathered that the 
report of the technical mission which examined this scheme 
and which included American experts, has suggested the set¬ 
ting up of an ammonium nitrate and urea plant with a smaller 
capacity. The American experts have demanded scaling 
down of the schemes before they would agree to give finan¬ 
cial aid. It is understood that only if these recommendations 
are accepted will the Americans agree to finance the project. 
It is quite possible that the transformation of Sindri into a 
limited company was done with a view to securing Ame¬ 
rican aid for the expansion schemes. In any case it is attract¬ 
ing American aid alright. 

Foreign American capital is thus penetrating this State 
project also, upsetting the programme of development chalked 
out by the Commission and putting its own in its place. 

Alkali Industry 

In its programme of development of chemical and allied 
industries, the Commission fails to mention the grip of the 
British Imperial Chemicals over the Indian chemical indus¬ 
try. Much less does it suggest any concrete steps to loosent 
this grip. The Imperial Chemicals has been mercilessly 
exploiting the Indian market and simultaneously obstructing 
the development of chemical industry in India. Speaking in 
Parliament during the Budget debate on the Planning Com¬ 
mission, Dr. Meghnad Saha, eminent scientist, said : 
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“In the glass and other industries, the raw material 
is soda ash. This is a heavy industry. The matter was 
gone into by the Tariff Commission in 1949 and they say 
that the Imperial Chemical Industries which hold the che¬ 
mical empire in India are selling soda ash in England at 
between Rs. 140 and Rs. 160. In India the price of the 
same stuff is Rs. 380.” 

On another occasion, Dr. Saha showed how our glass in¬ 
dustry was being sabotaged by foreign interests. The indus¬ 
try, according to him, was in a state of collapse because soda 
ash, one of the three ingredients in the manufacture of glass, 
is not allowed to be manufactured in India by the chemical 
concerns that rule the roost here. These concerns are subsi¬ 
diaries of British and American monopolies. “Many of our 
so-called manufacturers, who are also distributors,” Dr. Saha 
said, “find it cheaper by entering into some kind of clandes¬ 
tine contracts with the empires to which they are subsidiaries. 
They bring it (soda ash) at concessional price from them and 
dump it at the protected rate here and make money.” 

The Commission makes no mention of these machinations 
of the Imperial Chemicals, but on the other hand, sanctions its 
plans of expansion. 

The Commission’s programme of development of the soda 
ash industry is as follows : 


Number of units 
Annual rated capacity 
Actual Production 


Unit 1950-51 1955-50 

2 2 

Tons 54,000 86,000 

„ 44,650 77,800 


This is on the basis of the expansion plans of the existing 
manufacturers. 

The demand for soda ash is expected to be increased to 
155,000 tons by 1955-56 while the planned capacity is only 
86,000 tons. The total production under the Plan will not be 
imore than 50 per cent of our requirements, and our depend¬ 
ence on foreign imports and monopolies like the Imperial 
Chemicals will continue as before. The Commission recom¬ 
mends erection of two more plants, each with a daily capacity 
of 100 tons to meet the shortage in production. It also sug- 
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gests state help to concerns undertaking the production of 
soda ash. 


Caustic Soda 

The programme of development of the caustic soda indus¬ 
try is as follows : 


Number of Factories 
Annual rated capacity 
Actual Production 


Unit 1950-51 

7 

Tons 18,725 
11,375 


1955-50 


9 

37,125 

33,000 


The requirements of caustic soda are placed at 58,000 
tons in 1952-53 and at 87,000 tons by 1955-56. 

It will thus be seen that production of caustic soda by the 
end of the Plan will be much less than our requirements in 
1952-53 and not even 40 per cent of our requirements m 
1955-56. And this in the case of an important material like 
caustic soda ! 

As usual the Commission incorporates in its Plan schemes 
of private producers, Indian and foreign alike. The subsidiary 
of the Imperial Chemicals, Alkali and Chemical Corporation 
of India Ltd., is to increase its production of caustic soda from 
2,000 tons in 1950-51 to 4,500 tons. To meet the gap between 
requirements and production, the Commission suggests that the 
existing manufacturers be allowed to expand their plants to 
larger sizes. However, it does not appear that they will be 
easily willing to do so. At any rate they seem to have made 
no offer. The Commission as an alternative suggests “suit¬ 
able arrangements” during the second stage of the plan period 
to fill this gap—whatever this may mean. Failing this also, 
the Commission suggests imports from abroad and this part of 
the Plan will no doubt be put through. 


Drugs And Pharmaceuticals 

In the drugs and pharmaceuticals industry, we find that 
a number of foreign firms are allowed to expand their opera¬ 
tions and exploit the Indian market. Not really interested in 



INDUSTIllAL DEVEI.OPJMKNT UNDER THE IT.AN 


151 


developing the industry but interested only in making profits, 
these firms have made the pharmaceutical industry practi¬ 
cally an “assembling’' industry. As the Commission’s report 
puts it : 

“Unlike in other countries, wheie the industi'y has 
been developed for manufacturing not only the finished 
products in the form of tablets, injectules, patent medi¬ 
cines, etc., but also the basic synthetic drugs starting from 
primary raw materials, in India progress has so far been 
mainly in the direction of producing substitutes fur im¬ 
ported patent medicines or manufacturing tablets and 
injectules from materials imported in bulk. It is only in 
recent years that efforts have been made to manufacture 
some synthetic drugs, but even in these cases, the ten¬ 
dency has been generally to manufacture them from im¬ 
ported penultimate products or intermediates necessary for 
the last stages of the manufacturing processes. The largest 
development has taken place in the manufacture of tinc¬ 
tures and galenicals. With the introduction of import 
control necessitated by balance of payments considerations 
in recent years, the tendency to import the finished drugs 
in bulk form and convert them into tablets, injectules 
or patent medicines by carrying out the finishing stages 
of manufacture in the country, both by Indian concerns 
as well as foreign concerns working alone or in 
collaboration with the former, has been on the increase. 
The above method of development has, no doubt, contri¬ 
buted to the springing up of a number of pharmaceuti¬ 
cal establishments in the country, but import of drugs 
from abroad has not diminished in any manner. With the? 
coming into use of new drugs, such as sulpha drugs, anti¬ 
biotics, etc., in recent years, dependence on imports has, 
unfortunately, increased.” 

(Programmes oj Industrial Developmenty p. 149.) 

The Commission fails to suggest any positive steps to 
change this state of affairs, and end our dependence on foreign 
imports and foreign firms. On the contrary, it encourages the 
foreign and joint firms which are interested precisely in the 
type of “manufacture” mentioned above. 
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The following foreign and joint firms are prominently 
mentioned by the Commission : 

May & Baker, Bombay, a British firm, has been producing 
ephedrine from raw materials imported from Pakistan. It 
seems to be the monopoly producer of ephedrine in India. 

Strychnine is produced by Smith, Stanistreet, whose an¬ 
nual capacity is 15,000 lbs. Under the Commission’s pro¬ 
gramme of development, the Alkali & Chemical Corporation 
Ltd., a subsidiary of the Imperial Chemicals, is to put up a 
plant for producing Benzene hexachloride, with a capacity of 
500 tons per annum. 

Atul Products Ltd., a joint Indo-American venture, is to 
produce sulpha drugs. Its initial production capacity is esti¬ 
mated at 1,00,000 lbs. The dyestuff section of the factory 
will produce 4 million pounds of dyes. 

May & Baker, the British firm, “has also planned to 
‘manufacture’ sulpha drugs before the end of 1952. Both 
these projects are based on the processing of imported inter¬ 
mediates to start with.” {Progravimes of Industrial Develop¬ 
ment, p. 154.) 

Insulin is an important drug imported in considerable 
quantities for the treatment of diabetes. “It is reported that 
Sarabhai Chemicals have under consideration a project for 
manufacturing insulin with foreign technical assistance.” 
(Ibid., p. 135.) 

Para-amino-Salicylic acid is a specific for tuberculosis. It 
is understood that a proposal of the Nivea Pharmaceuticals, 
Calcutta, to produce the drug in collaboration with foreign 
firms has already been approved by the Government. 

And finally, the government proposes to set up a DDT 
factory with the technical and financial assistance of WHO and 
UNICEF. The former has agreed to furnish plant and equip¬ 
ment of the value of $2,50,000 and the latter to provide tech¬ 
nical assistance involving an expenditure of $100,000. The 
total capital expenditure is estimated at about Rs. 39.1 lakhs. 

The Commission envisages to make available quantities of 
certain drugs during 1951-56 as shown in Table 24. 

It is obvious that foreign and joint firms are too much in 
evidence in the development programme of pharmaceutical 
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PRODUCTION ESTIMATES OF CERTAIN DRUGS (1951-56) 


Year 

Siilp1i;i driipTK 
(*000 Ihs.) 

IVnicilliii 
(millioii 
iii€'!ga units > 

n.D.T. 

tons 

IR*nzeno 
Hoxaolilo. 
ride (tonst 

Quinine 
(lbs. I 

1951-52 





100,000 

1952-53 

120 




100,000 

1953-54 

200 

1.0 


500 

150,000 

1954-55 

300 

4.0 

600 

500 

150,000 

1955-56 

400 

4.8 

700 

500 

150,000 


and drugs industry. It is shocking to find that the Commis¬ 
sion does not mention a single prominent Indian firm in its 
programme of development though it lists a number of foreign 
and joint ventures. 

This domination of foreign and joint ventures over the 
development programme will only serve to perpetuate the 
present state of the industry. It will not go beyond manu¬ 
facturing tablets and injectules from materials imported in 
bulk. The foreign firms registered in this country are not 
interested in the manufacture of the basic synthetic drugs from 
primary raw materials. Controlling the joint ventures, they 
will see to it that these also do not develop basic drugs, so 
that the monopoly of the metropolitan industry is not chal¬ 
lenged. Whatever “manufacturing” they themselves will 
undertake, will be mainly from penultimate products, as in the 
case of Atul Products. The Commission’s development pro¬ 
gramme thus continues our dependence on British capital and 
prevents the growth of a healthy drugs and pharmaceuti¬ 
cals industry on the basis of the production of basic synthetic 
drugs in the country itself. 

Paints & Varnishes 

Table 25 gives the programme of development of the paint 
and varnish industry during the period of the Plan. 

Here again, foreign concerns dominate the expansion 
schemes of the paints industry. This is clear from the fid- 
lowing. The entire production of 300,000 tons of nitro-celhi- 
lose lacquens envisaged under the Plan will be produced by 
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Table 25 

ESTIMATED PRODUCTION TARGETS OF PAINTS 
& VARNISH INDUSTRY (1955-56) 

1950-51 1955-56 


l nil 

.Aiiiiiial 


Annual 

Actual 


iinua 

Actual 

ilatiMl 

|*i‘o<liict!on 

(i) Titanium 

Capacity 

PfOClllCtilMI 

Cainicity 


Oxide tons 



1,800 

1,800 

(ii) Nitro..cel]u- 
losc lacquer 

l?al- 



350,000 

300.000 

(iii) Ready-mixed 
paints and 
enamels tons 

65,000*^- 

28.975“ 

70,000 

60,000 

(iv) Aluminium 

Paste & 

Powder tons 



750 

750 


''Capacity and production of major units only. 


two British-owned companies : Addison’s Paints & Chemicals 
and Alkali & Chemical Corporation of India, Ltd., a subsidiary 
of I.C.I. The former firm has invested Rs. 35 lakhs in the 
plant and the plant of the latter is estimated to cost Rs. 20 
lakhs. 

The entire production of 1,800 tons of titanium oxide will 
be produced by the Travancore Titanium Products, Ltd. The 
State has contributed 51 per cent of the total capital of Rs. 75 
lakhs. But the factory is imder the technical direction of 
British Titan Products Co. Ltd., which has constituted a small 
company known as the Indian Titan Products Ltd. to func¬ 
tion as the Managing Agents of the new concern.^ The entire 
production of 750 tons of aluminium paste and powder will be 
produced by the Indian Aluminium Co. Ltd. which is a “joint 
concern” dominated by America’s Mellon interests. 

The Soap Industry 

In the soap industry, the biggest expansion project is that 
of the Lever Brothers, a British monopoly concern. Of tlie 
8,000 tons of additional production of soap envisaged under 
the Plan, this firm is to contribute as much as 2,700 tons, i.e. 
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nearly 30 per cent. No other firm has an expansion scheme of 
this magnitude. 

This firm has already become a danger to Indian firms, 
and there have been protests against the sanction given it fc»r 
expanding its operations. It seems the firm is preparing tfj 
expand its operations on a bigger scale than that envisaged 
in the Plan. 

The figures given by the Commission show that there is no 
justification for allowing this foreign concern to expand its 
production and monopolise one-third of the total expansion. 
The installed capacity of the industry in 1951 was 265,000 tons, 
made up of 192,000 tons produced by large and small-scale 
factories and 73,000 tons by cottage units. 

Total production in 1950-51 was only 105.918 tons, i.e. only 
40 per cent of the installed capacity. By the end of the Plan, 
production is not estimated to rise above 200,000 tons. Why 
was it then necessary to sanction further expansion of a foreign 
firm when the existing capacity of the mdigenous firms could 
not be fully utilised? The only result of the expansion will 
be to enable the foreign combine to capture a larger share of 
the Indian market at the expense of the indigenous factories 
and cottage units. This is bound to happen, since the Com¬ 
mission’s estimate of demand at 200,000 tons in 1955-56 is 
exaggerated. 

The Commission forgets that the worst sufferers will be 
the cottage units whom the Commission and the Nehru Gov¬ 
ernment profess to protect. 

Glass and Petroleum 

In the glass industry, out of a total new investment of 
Rs. 265 lakhs, nearly Rs. 100 lakhs are to come from foreign 
or “joint sources”. Out of the additional production of nearly 
66 million sq. ft. of sheet glass, nearly one-third will come from 
a “joint concern”. 

The annual rated capacity of manufacture of all types of 
glass, excluding bangles, is estimated to increase from 213.250 
tons in 1950-51 to 290,012 tons in 1955-56 and the actual pro¬ 
duction from 91,950 tons to 168,510 tons. The Commission 



156 


INDIA’S FJVK-YKAR PLAN 


■does not explain how the demand is expected to jump up from 
91,000 tons to 168,000 tons in five years. 

However, the Commission is compelled to admit that, by 
incorporating all the private projects, it has sanctioned capa¬ 
city in excess of need. “This capacity is considerably in 
excess of what might be considered necessary for meeting the 
demand during the period.” It attempts to excuse this state 
of affairs by advancing the weak argument: “However it 
would create favourable conditions for competition and pro¬ 
duction at low 'cost which would have a beneficial influence on 
consumption in sectors of the glass industry where demand is 
elastic” (p. 189.) This is really a strange argument coming 
from a body which has set out to plan our industrial produc¬ 
tion. 

In particular, there will be too much excess capacity in 
sheet glass production despite which the Commission has sanc¬ 
tioned a “joint concern”, dominated by the British Piklington 
Co., to contribute 30 per cent of the additional production. 
“The sheet glass section of the glass industry would have a 
very high-rated capacity in comparison with estimated require¬ 
ments when all the units go into production” (Programmes oj 
Industrial Development,, p. 189.) Obviously there is going 
to be keen competition for a narrow market in the sheet glass 
industry, and one should be prepared to see the “joint con¬ 
cern” backed by British monopoly pushing the Indian concerns 
to the wall. 


Petroleum Refining 

The Planning Commission’s programme with regard to 
petroleum refining is the most outrageous piece among all its 
recommendations. 

The total investment in the three refineries during the 
period of the Plan is expected to be Rs. 64 crores. Investment in 
the two refineries that will start production during the period 
of the Plan is expected to be Rs. 44 crores of which Rs. 37 
crores will be contributed by British and American companies 
and only Rs. 7 crores will come from Indian sources. The 
third refinery will start operating after 1956, but during the 
period of the Plan, it will require an investment of Rs. 20 
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crores which it seems will be mostly foreign investment. Thus 
nearly 90 per cent of the investment during the period of the 
Plan will come from foreign sources, the American monopo¬ 
lists contributing a major share. 

To attract foreign capital, the government has entered 
into agreements with the oil companies, guaranteeing repatria¬ 
tion of profits and exempting them from the operation of the 
Industries Control Act. There is thus open discrimination in 
favour of foreign oil companies and abridgment of India’s 
sovereignty in relation to them. The oil agreements can only 
be described as anti-national agreements. 

What was the urgency for developing this industry? It 
is not as if India has abimdant supplies of oil. The new refin¬ 
eries will be importing their oil from abroad. Their operation 
will be entirely dependent on the supplies of oil placed at 
their disposal by the monopolies who control them. There 
is no doubt that a lot of oil prospecting is going on in India. 
But as yet it is too early to think of providing refining capacity 
for this prospective oil. 

The Commission cites as one of the advantages that there 
will be a net saving of Rs. 7 to 10 crores per annum in foreign 
exchange. Surely the projects and the huge investment have 
not been undertaken to effect a saving of only Rs. 7 crores in 
our foreign exchange. 

Besides, is there really going to be any saving at all? Does 
the Commission take into account the big profits that will have 
to be surrendered to the foreign monopolies when it estimates 
the net saving in foreign exchange? Most probably it do(JS 
not. Taking into consideration the high rate of profit on 
foreign capital, it is clear that the foreign companies will he 
taking more than Rs. 10 crores on the capital they have invest¬ 
ed. Thus there will be no net saving in foreign exchange but 
excess spending. 

The refinery projects thus cannot be justified on any 
ground. They do not make us less dependent on foreign oil 
than before. They only enable the oil monopolists to pro¬ 
fiteer at our expense and penetrate our economic life. They 
seem to have been decided upon only to prove to the foreign, 
especially the American monopolists, that there are plenty of 
opportunities for profit-making in India. Petroleum is a stra- 
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tcgic article of war and that is perhaps one of the reasons why 
both the foreign monopolists and the Government of India 
have agreed to develop it hi this part of the world. Otherwise 
the projects have nothing to do with the well-being of our 
people or the freedom of our country from excessive depend¬ 
ence on foreign imports of strategic commodities. 

The Cotton Textile Industry 

The cotton textile industry is the largest single industry 
in the country with an invested capital estimated at Rs. 100 
crores. Will the implementation of the Five-Year Plan prt)- 
vide abundant cloth to all our ill-clad people, and, at least, 
in this respect raise the standard of living? There are no such 
prospects. 

^‘Cotton cloth [mill-made and handloom] available for 
consumption per capita averaged about 15 to 16 yards 
during the pre-war years. Against a per capita con¬ 
sumption of 15.4 yards of cloth in 1948-49 and 12.5 yards 
in 1949-50, the consumption during 1950-51 was estimaied 
to be only 9 yards. The per capita consumption in 1951- 
52 was estimated at 12.5 yards on the basis of the estimated 
production of cloth both by the mill and the handloom sec¬ 
tions after making tlie necessary allowance for exports. .. 
Bearing in mind (i) the present high cost of living in com¬ 
parison with pre-war years, (ii) the fact that areas in 
which consumption of cloth was relatively higher, such as 
West Punjab and the North-West Frontier Province, no 
longer constitute part of the Indian Union and (iii) the 
necessity from considerations of balance of payments to 
maintain exports of textile manufactures at a high leveh 
the targets of per capita consumption of cloth have been 
fixed at not less than 13 yards in 1952-53 which should be 
progressively increased to 15 yards by 1955-56.” 

(Programmes oj Industrial Development, pp. 209-10.) 

Thus after five years of national planning, Indian people 
are not going to have even as much cloth as in pre-war days 
when millions of cur countrymen could hardly cover their 
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nakedness. As in the case of food, so also in the case of 
cloth, the Plan promises a standard of consumption below that 
of the British days, i.e., nearly 6 per cent less than in the pre- 
war days. 

One of the causes of this low availability of cloth is, of 
course, the provision made by the Commission for export of 
1,000 million yards. This sanction for huge exports, when the 
people of our land are unable to buy their barest needs, strik¬ 
ingly reveals the reliance which the industry has been recently 
placing on exports. The Commission explains that this is 
necessary to earn enough foreign exchange. Under a proper 
system of planning, foreign exchange will not have to be earned 
at the expense of home consumption. But the Commission is 
restricting home consumption to secure foreign exchange. 

The truth seems to be that because of a fall in the piu'- 
chasing power of the people, the Indian people are unable to 
consume more than a limited part of the production at existing 
prices. The Commission itself admits that prices will not 
reduced during the period of the Plan. Among the reasons 
it gives for fixing the per capita consumption at 15 yards only, 
it givo.s first place to “the present high cost of living in com¬ 
parison with the pre-war years.” This is a clear admission 
that after five years of planning the present high cost of living 
will continue to prevail and people will not have a rise i'n 
income sufficient to compensate for the rise in the cost of living. 

It is however true that part of our former internal market 
(Indian provinces now included in Pakistan) has become an 
external market and enough foreign exchange will be needed 
to pay for our cotton imports from Pakistan. 

The extent of our reliance on exports can be seen from the 
fact that this figure of 1,000 million yards was reached and sur¬ 
passed only in one year—1950-51. That was the year in 
which excessive exports were permitted in order to take advan¬ 
tage of the high prices obtaining abroad. These exports led ia 
a cloth famine in the country reducing the availability of cloth 
to 9 yards per head. 

It is, however, extremely unlikely that the target of 1,0(^0 
million yards will be realised under present conditions of keen 
international competition in textile cloth. The emergence 
of Japan once more as a chief exporter of cloth, together with 
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the falling market in cloth and loss of the Pakistani market,, 
rule out the possibility of such large exports or even two- 
thirds of the estimated figure. Besides, India’s markets are 
mostly within the British Empire or territories under British 
control and influence, and British industry itself is a keen 
competitor in textile exports. It is quite likely that, as in the 
past, in her competition with Japan, Britain would attempt 
to protect herself at the expense of India. 

Statistics given at the International Textile Conference at 
Buxton in 1952 reveal the keenness of international competi¬ 
tion. The conference foimd that between pre-war years and 
the end of 1951, world productive capacity had increased from 
45,000 million yards to 49,800 million yards, while interna¬ 
tional trade had receded from 6,770 million yards to 5.440 
million yards. In 1953, leading exporting countries expect 
to ship 5,875 million yards, India hoping to reach a figure of 
1,100 million yards. 

There is of course plenty of scope for developing exports 
to China and other countries of People’s Democracy. But 
the Commission does not say a word about it. There is no 
hint, no suggestion, that in view of the intense competition for 
markets in the capitalist world, India should explore the mar¬ 
kets of new democracies. It does not suggest such a course 
though its own plan may be endangered by its failure to 
adopt it. 

The main emphasis of the Commission in relation to the 
cotton textile industry is on the utilisation of the existing capa¬ 
city. The Commission makes practically no provision for 
the expansion of the industry, 

“The programme of production of the mill industry 
should envisage the fuller utilisation of the rated capa¬ 
city of the spinning section so as to produce 1,510 million 
lbs. of yarn in 1952-53 and 1,640 million lbs. yarn in 1955- 
56... .The weaving section of the mill industry which had 
an annual rated capacity of 4,744 million yards by March 
1951 and would expand to 4,778 million yards capacity 
by 1955-56 by the implementation of the existing pro¬ 
gramme should aim at producing 4,600 million yards of 
piecegoods per annum during 1952-53 and 4,700 million 
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yards by 1955-56. This production of the mills would be 
supplemented by the output of handlooms which should 
be progressively increased from the estimated output of 
924 million square yards in 1951-52 to 1,300 million yards 
by 1952-53 and 1,700 million yards by 1955-56”. 

{Programmes of Industrial Development, p. 212.) 

The planners reject further expansion of the cotton textile 
industry in the name of giving priority to the industry pro¬ 
ducing capital goods. We have, however, seen that capital 
goods production under^he Plan does not end our dependence 
on Britain. The result is that we neither get sufficient cloth 
nor freedom ol our industry. 

It is unlikely that the Commission’s target of 6,400 mil¬ 
lion yards of cloth will be realised by 1955-56. The pro¬ 
duction of handloom cloth has been rapidly declining in recent 
years. During the Second World War, handloom production 
reached 1,700 million yards per annum. It registered a fall 
in the subsequent period and in 1950 it was as low as 810 mil¬ 
lion yards as against 1,250 million yards in 1948 and 1949. In 
1951-52 it was estimated at 924 million yards. 

Part of the reduction since the war years is no doubt due 
to the fall in the number of handlooms in existence in the 
Indian Union due to partition. According to the Commis¬ 
sion, the other cause of the fall in production was non-avail¬ 
ability of yarn. It opines that greater availability of yarn 
during the planning period will automatically improve hand- 
loom production. 

This, however, leaves unexplained why stocks of hand¬ 
loom cloth should have accumulated in 1952, throwing tens of 
thousands of handloom workers on the streets. The fact is 
that handloom cloth produced from the present high-priced 
yarn cannot be sold easily in view of the fall in the purchasing 
power of the people. Externally, handloom cloth recently 
received a severe setback when some importing countries 
banned its entry. 

To imagine that by merely increasing yam production 
handloom production will automatically increase is to fool 
oneself and the people. It will not increase, at any rate appre¬ 
ciably, unless there is a drastic cut in yarn prices leading to 


Fit 
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a reduction in the price of handloom cloth. But in the 
Commission’s suggestions there is not a word about reduction 
of yam or cloth prices. On the other hand, as we have seen, 
it presumes that the present high cost of living will continue. 
It is, therefore, difficult to accept the contention that within 
five years handloom production will increase from 924 mil¬ 
lion yards to 1,700 million yards. The condition in which the 
handloom industry finds itself today indicates that its pro¬ 
duction will lag far behind the target set by the Commission. 

Thus if exports reach anywhere near the target, the actual 
availability of cloth might drop even ’lower than 15 yards per 
head. 

Cloth and yarn can be produced from the mills in larger 
quantities and at cheaper prices but for the obstacles created 
in the main by the British imperialists who demand exorbi¬ 
tant prices for textile machinery. 

The great need for immediate replacements is seen from 
the following : 

“The Technical Sub-Comittee, appointed by the Work¬ 
ing Party, made a sample survey of the plant and equip¬ 
ment and lay-out of factories, etc., which showed that 
the industry was working with plant and machinery most 
of which was not only old, but completely outmoded and 
that the renewal of the machinery was an urgent prob¬ 
lem. According to the memorandum submitted to the 
Working Party by the Bombay Millowners’ Association, 
nearly 90 per cent of the machinery in the Bombay mills 
was more than 25 years old. During the Second World 
War, apart from overworking the machinery, proper main¬ 
tenance was neglected owing to the difficulty in obtaining 
spare parts. The Technical Sub-Committee also pointed 
out that machinery obtained prior to 1910 which still 
existed in the mills was obsolete in design and completely 
worn out and should be replaced by modem equipment rs 
soon as possible. Operation with such equipment would 
result in higher costs and poor quality of product, not to 
speak of the increased strain on the workers. After 
taking the findings of the Technical Sub-Committee info 
consideration, the Working Party recommended that high 



INDUSTRIAL DEVErX)PlVIENT UNDER THE PLAN 


163 


priority should be accorded to the rehabilitation of plant 

and equipment.It further suggested that the process 

of rehabilitation and renovation would have to be spread 
over to 10 to 15 years so rj:s to avoid having to pay abnor¬ 
mal prices for plant and machinery and to regulate timely 
deliveries of the same.” 

(Programmes of Industrial Development, p. 211.) 

In the preceding pages, we have already seen how the im¬ 
perialists have been holding up the rehabilitation of our 
industries. 

As in other cases, the high price of textile machinery 
makes it prohibitive to erect new plants and expand the indus¬ 
try. The Post-War Planning Committee had recommended 
the installation of more than 27 lakh spindles to step up our 
cloth production. As against this allotment, only 612,470 
spindles have been installed by March 31, 1952. The Com¬ 
mission states that ^‘The present economic situation of the 
country, the shortage of cotton, the paucity of capital and the 
high prices of capital goods and protracted deliveries have 
contributed to the slow implementation of the Post-War Plan¬ 
ning Committee’s recommendations.” (Ibid., p. 212.) What 
it does not say is that the progress of our textile industry is 
held up by the British on whom we depend for our machinery. 

Neither does it suggest a way out of this situation. There is 
no hint, no suggestion that it will explore alternative sources. 
There is no suggestion even to inquire into the potentialities 
of trade with the USSR and other countries of People’s De¬ 
mocracy which are in a position to supply our needs. 

Intent on developing extensive trade relations with the 
Anglo-American world only, the Commission is reluctant to 
suggest a single step which will enable us to rehabilitate rapid¬ 
ly this important industry and provide cheap and abundant 
cloth for the people. 


The Jute Industry 

The Commission’s programme of development of the jute 
industry during the period of the Plan is as follows : 
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1950-61 1955*56 

Annual rated capacity (’000 tons) 1,200 1,200 

Actual Production (’000 tons) 892 1,200 

Exports (’000 tons) 650 1,000 

It does not propose any expansion in the rated capacity of 
production which will remain at the prewar level. It has 
reached this impasse because it does not free the jute industry 
from British control and the consequences following from this 
control. According to the memorandum submitted to the Indian 
Cabinet in 1950 by the Secretariat, 80 per cent of the industry 
was controlled by foreign capital. The British have used this 
control to make this industry solely dependent on the markets 
of the British Empire and the USA. There is practically no 
trade in jute manufactures with the USSR, China or other 
countries of People’s Democracy. The Commission does 
not even suggest utilising these new avenues of trade and 
export. 

The Commission estimates the actual production to be 
1,200,000 tons by 1955-56; it expects that the installed capacity 
will be utilised 100 per cent. But is this possible with Bri¬ 
tish capital controlling 84 per cent of the industry? Under 
British control the jute mills have been working only 42 horns 
a week, with 122 per cent looms sealed, though the jute 
bosses have been making fabulous profits. In fact, produc¬ 
tion has been deliberately curtailed to keep profits at a high 
level. They are reported to have demanded a further sealing 
of 72 per cent of the looms. The industry has already been 
producing below capacity all along, as the following figures 
show : 

1945.46 1,140,200 tons. 

1948- 49 1,081,000 „ 

1949- 50 858,000 „ 

1950- 51 892,000 „ 

1951- 52 980,000 „ 

(Programmes of Industrial Development, p. 216.) 

It will be seen that even during the Korean boom, when 
prices of jute manufactures had soared high, production could 
not come anywhere near the prewar level. In 1938-^39 it 
was 1,266,000 tons. In the preceding few years the British. 
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bosses worked up a deliberate shortage of raw jute by creating 
a deadlock in Indo-Pakistan trade relations, leading to a cur¬ 
tailment of production and a rise in prices of jute manufac¬ 
tures. They are not interested in increasing production but in 
making maximum profits. Under present conditions, they are 
able to earn big profits through restricted production and by 
working the industry much below its capacity. It is foolish 
to hope for any appreciable increase in production with British 
capita] dominating the industry. 

It is therefore not surprising that the Commission does 
not recommend installation of new units and additions to total 
capacity. The British capitalists do not seem to have asked 
for it; the Commission simply accepts their “plan^\ 

The British capitalists who control the industry have done 
nothing to modernise the industry. 

“In most of the continental countries rapid re-equip¬ 
ment of the jute industry has been taking place in the 
post-war period. A number of countries like Pakistan, 
South Africa, Brazil, the Philippines and Japan hav'^e 
started building up a jute manufacturing industry with 
completely modern equipment. These countries are 
already beginning to enter the foreign markets, with jule 
goods produced at a considerably lower cost than Indian 
goods. Unless the plant and equipment in this counti y 
are also modernised so as to attain a level of competitive 
efficiency, it may become very difficult to maintain foreign 
markets.” 

(Programmes of Industrial Development p, 210.) 

The Commission’s proposal, borrowed from the jute in¬ 
dustry, is to spread the process of modernisation over a period 
of 10 to 15 years at an estimated co.st of Rs. 40 to 45 crores. 
Lack of necessary finance is stated to be a major factor deter¬ 
ring the industry from undertaking modernisation. 

That the industry is unable to find Rs. 40 to 45 crores, 
when it could earn this sum as profits in a couple of j^ears 
during the war, shows how little the bosses care for 
the future of the industry. The organised pillage through 
their control over the industry is at the bottom of this alleged 
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inability to find finance for modernisation. They are demand¬ 
ing that the Government should finance their programme of 
re-equipment. They can be made to finance it out of their 
current profits and that will not take 10 to 15 years either. 

That the Commission has accepted this unduly long 
period for modernisation only underlines the extremely slow 
rate of progress it envisages for this industry. This is due, 
in the first place, to the fact that it does not want to touch 
British domination over the industry and, consequently, has 
to accept the rate of progress dictated by it. Secondly, 
this is also due to the replacement costs rendered prohibitive 
by British monopoly in machinery. 

Not satisfied with this, the Commission sanctions retrench¬ 
ment of about 40,000 workers who “may be rendered surplus 
in the industry as a whole as a result of its complete moderni¬ 
sation.” It says : “Governmental assistance may be necessary 
to plan out a smooth and gradual process of retrenchment and 
re-employment of labour which may be rendered surplus 
through the introduction of new labour-saving machinery.” 
There will be no necessity of retrenchment if jute production 
is not restricted to prewar level or a level below it. The 
proposed retrenchment is not a necessary part of modernisa¬ 
tion but only of the hunt for high profits and restricted pro¬ 
duction. In the name of modernisation the jute capitalists 
seek to retrench thousands of workers and the Commission 
agrees with them. Modernisation under the Plan is not To 
mean increased production but only the prewar output of 
production secured from a far less number of workers. It is 
thus not a source of increasing the wealth of the country but 
of amassing profits by the British bosses. It is nauseating 
to find the Commission sanctioning this attack against the 
workers in the name of national planning. Its talk about gov¬ 
ernmental assistance for re-employment of the retrenched 
workers will deceive nobody. The economic crisis, coupled 
with the way in which the Commission’s Plan is drafted and 
the unreliable and meagre targets of the Plan—all these offer 
poor prospects for re-employment of these retrenched workers. 

It is obvious from the above that the full “competitive” 
capacity of the industry will not be realised for 10 to 15 years 
under the Plan. In the meanwhile, new units are springing 
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up in other countries to whom the same source of excellent 
raw material—Pakistan—is accessible. Under these circum¬ 
stances, it is difficult to imagine that our exports will easily 
increase from 650,000 tons in 1950-51 and 809,000 tons in 

1951- 52 to 1 million tons in 1955-56. It is true that they were 
929,000 tons in 1948-49 but that was probably the year when 
we were still almost the monopolist producer of jute manu¬ 
factures and when competition from Europe and Pakistan 
was hardly felt. Now, with increasing competition, it does 
not seem to be possible to reach the target set by the Commis¬ 
sion unless the profits of the jute capitalists are drastically cut 
and serious efforts are made to reach the markets of the Social¬ 
ist and People’s Democratic world. 

Lowering the profits will enable the Indian industry to 
sell its manufactures cheaper abroad and compete with other 
countries on more favourable terms. And opening of new 
markets will not only enable us to export the estimated quan¬ 
tity but may even necessitate expansion of our productive 
capacity. 

However, on both these points the Commission is com¬ 
pletely silent. There is not a word about control of profits 
or their limitation in national interests. The ‘‘competitive’* 
capacity of the industry is to be restored only by axing the 
workers. Similarly there is no mention of exports to Social¬ 
ist or People’s Democratic countries as if such countries do 
not exist. The Commission does not look beyond the Anglo- 
American markets and does not even mention such big 
countries as China and the USSR. 

It persists in this attitude even though our exports to the 
Anglo-American world have been declining and their value 
is falling precipitately. As compared to 1951-52, export earn¬ 
ings from jute manufactures showed a fall of 75 crores in 

1952- 53. According to the Commission, the value of jute ex¬ 
ports is to increase from Rs. 137 crores to Rs. 210 crores by 
1955-56. In the third year of the Plan, instead of an increase, 
we find a decrease in the value of jute exports. In the un¬ 
equal trade that goes on between us and Britain and America, 
the value of our exports is beaten down while the value of 
imports remains high. This is one of the methods by which 
the metropolitan countries, themselves facing an acute econo- 
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mic crisis, pass on its burdens to the under-developed countries 
and colonies. 


Railways and Rolling Stock 

The Commission proposes to spend Rs. 400 crores on rail¬ 
ways. Of this sum only Rs. 20 crores are to be spent on new 
lines, i.e., for a real expansion of the railways. The remain¬ 
der will be spent only on meeting the accumulated arrears 
of maintenance and rehabilitation. This is, therefore, not a 
programme of expansion of our railways but just of replace¬ 
ment and renewal of old locomotives and rolling stock and 
of repairing the deteriorated track. For the accumulation 
of these huge ai'rears we have, of course, to thank the British 
imiierialists who neglected repairs during war time, while 
simultaneously they got themselves paid in full for the capital 
they had sunk in our railways. They thus transferred dep¬ 
reciated assets to us while we paid them their full original 
value. 

What is the extent of the accumulated arrears? The 
total stock which will reach the normal age for replacement 
by March 31, 1956 is, 2,092 locomotives, 8,535" coaches 
and 47,533 wagons out of a total of 8»209 locomotives, 19,193 
coaching vehicles and 1,99,094 wagons on line on class I rail¬ 
ways on March 31, 1951. This means that nearly 25 per cent 
of the locomotives, 46 per cent of the coaches and 24 per cent 
of the wagons stand in need of replacement. 

What does the Commission promise to achieve during the 
period of the Plan? The following table compares the esti¬ 
mated achieveiiients of the Plan with the requirements of 
railway rehabilitation. 



Loco¬ 

Coaching 

Wagons 


motives 

Vehicles 


Requirements of Rehabilitation 2,092 

8,535 

47,533 

Estimated results of the 

1,079 

5,674 

49,143 

Commission’s Rehabilita¬ 

of which 

of which 

of which 

tion Programme 

641 will 

1294 will 

19,143 will 


be im¬ 

be im¬ 

be im¬ 


ported. 

ported. 

ported. 
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It will be seen that at the end of five years, the Com¬ 
mission will be able at best to replace only 52 per cent of the 
locomotives in need of replacement and only 70 per cent 
of the coaching vehicles. Its promised performance falls short 
of nearly 50 per cent in respect of locomotives and 30 per cent 
in respect of coaching vehicles. Only in respect of wagons the 
requirements of rehabilitation will be met in full. 

Out of 170 locomotives, which will be produced by the 
end of the Plan, the Chittaranjan factory, owned by the Cen¬ 
tral Government, will produce 120 while the remaining 50 will 
be produced by the Tata Locomotive & Engineering Co. Both 
these factories will be receiving foreign technical aid. 

“Arrangements have been made for the Chittaranjan 
factory to receive full technical aid from the Locomotive 
Manufacturers* Association of the U.K. for the first five 
years of production. Similarly, the Tata Locomotive & 
Engineering Co. has an agreement with a leading German 
Locomotive firm, Messrs. Kraus-Maffei of Munich, which 
provides for up-to-date technical advice and the services of 
skilled engineers and technicians as well as the supply of 
such castings and components as might be difficult to pro¬ 
duce in India in the initial stage.’* 

{Programmes of Industrial Development, p. 42.) 

What this dependence for technical advice means has 
been shown elsewhere. 

The programme regarding wagons production follows the 
same pattern. The present installed capacity of the indus¬ 
try is 6,000 wagons per year which is estimated to meet the 
normal requirements of replacements. During the period of 
the Plan, however, 10,000 wagons will be required every year 
to meet past arrears and normal replacements. Thus, we will 
have to import at least 4,000 wagons during the period of the 
Plan, even if the full capacity of the industry is utilised. As 
a matter of fact, production of wagons has been much belov/ 
installed capacity. The largest number of wagons produced 
since 1948-49 was in 1952 when producton was only two-third.s 
of installed capacity. 

' On the plea that the present capacity of the industry 
is sufficient to meet normal replacements, no further expansion 
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has been planned nor have the private producers submitted 
any expansion schemes. The country will thus be unable to 
meet any sudden needs arising out of the requirements of 
defence or any other national emergency. 

The most shocking part of the wagons production pro¬ 
gramme, however, is that it will continue to be completely mo¬ 
nopolised by British firms. There are only four firms engaged 
in the industry. They are : (1) The Indian Standard Wagons 
Ltd., Burnpur, whose managing agents are Martin Burn Ltd.; 
(2) Messrs. Jessop & Co., Calcutta, another British firm; (3) 
Messrs. Burn & Co., Howrah, whose managing agents again 
are Martin Burn Ltd. and (4) Braithwaite & Co., Calcutta, 
another British firm. 

Under the Commission’s proposals these British firms will 
continue to have a monopoly of wagons production. They 
are further to be patronised by the Indian railways so that 
they are able to use their full productive capacity and reap 
enormous profits and repatriate them abroad. The vital rail¬ 
way transport industry will be directly dependent on Bri¬ 
tish firms for the supply of wagons even after the completion 
of the Five-Year Plan. 

Passenger Coaches 

In connection with the production of passenger coaches 
also the railways will continue to be at the mercy of foreign 
capitalists. 

“For the last half century, almost the entire require¬ 
ments of railway coaches in the country (except electrical 
multiple unit stock) have been met by railway workshops, 
only certain important components like wheels, axles, un¬ 
derframes and electrical equipments had to be imported. 
Since the last world war, however, some of these items 
also are being manufactured in India although not always 
in sufficient numbers.” 

{Programmes of Industrial Development^ p. 45.) 

There is nothing in the report to show that this depend¬ 
ence on foreign sources for important components is going to 
end as a result of the Plan. 
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It is estimated that 4,380 coaches will be produced during 
1951-56, while the arrears of replacements as well as current 
replacements during the period of the Plan are estimated at 
5,514 and 3,021 coaches respectively. As against requirements 
of that order actual availability (including imports) is ex¬ 
pected to be about 5,674 units so that the programme of i*e- 
placements will have to be extended over a longer period. 

Under the Plan a workshop will be constructed at Peram- 
bur (Madras) at a cost of about Rs. 4 crores with a capacity 
to build, on the basis of a single shift, 300 to 350 all-steeJ 
integral type of coaches per annum. 

Besides this the Hindustan Aircraft Ltd., Bangalore, a 
Government concern, is to increase its capacity to build from 
100 to 180 coaches per annum. 

The Indian Standard Wagon Co., Ltd. and Messrs, Braith- 
waite & Co. Ltd. again figure in connection with the production 
of coaches. Between them they can produce upto 250 bogies 
per month. Turn where we will, we are unable to escape 
the British manufacturers. We either import from or allow 
them to manufacture them in India or are dependent on them 
for “technical help.” 



Chapter IX 


HOUSING PROGRAMME 


NO decent standard of living is possible for the people 
unless they are provided with adequate food, clothing and 
housing. What has the Commission to offer in respect of the 
last ? 


‘‘The Planning Commission made an attempt to ob¬ 
tain a rough estimate of housing shortage in the principal 
industrial towns. Information received in respect of 37 
such towns with a total population of 17,14,560 engaged 
in large-scale industries shows that the approximate num- 
ber of industrial workers, who are in immediate need of 
accommodation is 4,54,900. The Environmental Hygiene 
Committee estimated the shortage as 18.4 lakh houses in 
urban areas in addition to 10 lakh houses to displaced 
persons from Pakistan. According to the advance census 
figures of 1951, the population of 74 cities with one lakh 
or more inhabitants increased in the decade ending 1951 
by 74 lakhs. Population of towns with 5,000 to one lakh 
inhabitants increased by 140 lakhs. It will thus be seen 
that to house this increased population considerable build¬ 
ing activity will have to be undertaken.” 

(The First Five-Year Plan, p. 598.) 

To meet this housing shortage the planners propose that the 
Central Government should provide a sum of Rs. 38.5 crores 
in grants and loans for housing schemes during the period 
of the Plan. The Commission recommends that out of this 
sum the Central Government should pay subsidies to the State 
governments upto 50 per cent of the total cost of construction, 
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including the cost of land. In addition to the subsidies^ 
loans should be made available to the State governments ioi' 
the balance of the cost. The subsidy admissible to private 
employers of labour and to co-operative societies of industrial 
workers, under this scheme* should be limited to 25 per cent 
of the total cost of construction, including the cost of land. 
Loans should also be admissible to co-operative housing socie¬ 
ties of workers and to private employers upto 371 per cent of 
the actual cost of construction, including the cost of land. 

The total expenditure on housing of all States in the five 
years of the Plan is given as Rs. 10.31 crores (p. 98). Thus 
the total expenditure of the Central Government and the 
States will amount to Rs. 48.8 crores. If we further assume 
that the States, private individuals and co-operative societies 
who will benefit from the Centre’s provision will contribute 
a sum equal to that of the Central Government, it will mean 
that a maximum of Rs. 76 crores might be spent on housing 
under the Plan. 

How many houses will it provide? According to an esti¬ 
mate prepared by the Central Public Works Department, the 
cost of construction of a single-storeyed tenement in the smaller 
towns would be about Rs. 2,200. The cost of land would 
vary according to locality, but it may be expected that for a 
plot of 50 sq. yds. area, which is the size contemplated, the 
cost would not exceed Rs. 500. In the case of multi-storeyed 
buildings in large cities, the total cost of a tenement should be 
about Rs. 4,500. 

If we assume that all the tenements will be single-storeyed 
tenements in smaller towns, the total number that can be built 
on the above sum will be nearly 2,80,000. If we presume that 
all the tenements will be multi-storeyed tenements in larger 
cities the number will be nearly 1,68,000, while there is a 
shortage of 18.4 lakh houses in urban areas, apart from the 
10 lakhs required for displaced persons. The need of govern¬ 
ment planning in housing arises just because private efforts 
have hitherto failed to come anywhere near the requirements 
of the demand. And yet the planners themselves are not able 
to promise anything more than 2,80,000 houses when 28 lakhs 
are required. 

The calculations made above are likely to prove an over- 
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estimate as can be seen from the following. Till March 1953, 
13 States, 50 employers and 12 co-operative societies had ap¬ 
plied for financial assistance under the Central Government’s 
subsidised industrial housing scheme. The total asked for and 
the number of tenements proposed to be constructed by the 
applicants were as follows : 


Table 26 

SUBSIDIES UNDER THE CENTRAL GOVERNMENT’S 
INDUSTRIAL HOUSING SCHEME 


Applicant 

Loans 

Rs. 

Subsidy Single- 

Rs. Storeyed 

Multi-storeyed 

State Govts. 

4,82,23,329 

4,61,58,228 

15,975 


14,012 




(640 

dormitories) 

Employers 

1,68,52,847 

1,08,72,527 

8,468 


5,163 





(128 

dormitories’* 

Co-operatives 

25,04,693 

16,88,011 

2,038 



TOTAL 

6775,80,869” 

5,97,18,766 

26,481 


19,175 





(768 

dormitories) 



(Capital, 

March 5, 1953, p. 289.) 


This means that for Rs. 12.73 crores of Central subsidy and 
loans, the number of houses constructed will be 45,656. As 
the total funds allocated by the Centre amount to Rs. 38.5 cro¬ 
res, the total houses constructed will not exceed 1,50,000. 
This is perhaps all that the Plan can offer us. 

The workers will have to pay a much higher rent for the 
new tenements than at present. “On the basis proposed the 
rent of a single-storeyed tenement would amount to about 
Rs. 10 per mensem and of a tenement in a multi-storeyed 
building Rs. 18 per mensem, in both cases inclusive of muni¬ 
cipal taxes” (p. 602.) 

According to the Textile Labour Enquiry Committee, 
Bombay, the textile workers in Bombay paid an average 
monthly rent of Rs. 6-3-9 for all tenements in 1943-46. This 
formed 17.07 per cent of their average monthly income. Now 
according to the Commission’s plan for new tenements the 
workers will have to pay Rs. 18 per month, i.e. nearly three 
times more. 
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According to the same Committee, the average monthly 
rent for all tenements in Ahmedabad was Rs. 5-2-11 in 1943- 
46, whereas for the new tenements the workers will have to 
pay at least double the amount. It may be even three or nearly 
four times, since Ahmedabad is a large town. Similarly the 
Committee found that workers in Sholapur, another big 
cotton textile centre in Bombay State, paid an average monthly 
rent of Rs. 2-13-2 for all tenements in 1943-46. This absorb¬ 
ed 11.39 per cent of their average monthly income, whereas 
in Ahmedabad it absorbed 14.09 per cent of their income. Now, 
for the new tenements, these workers will have to pay at 
least Rs. 10 per month, i.e. four times the rent paid at present. 

The Commission attempts to justify the big rise in rent as 
follows : 


“It may be pointed out that even now the worker 
pays as rent Rs. 7 to 10 per mensem for much inferior 
accommodation than is envisaged under the scheme. 
There should not, therefore, be any reasonable grievance 
in the matter of fixation of rent”. 


(P. 602.) 

Granting that the accommodation provided under the 
Commission’s Plan will be of a higher type than that obtaining 
at present, the question is, will it be available to the workers 
at a cost within their reach? The figures given above show 
that already rent absorbs from 11 to 17 per cent of their ave¬ 
rage monthly income. How can then an ordinary worker 
afford to rent a new tenement whose rent may be two or four 
times the present rent? Besides the Commission elsewhere 
suggests freezing of wages which will make it impp.ssible 
for the large mass of workers to go in for high-rented new 
tenements. This is how the Plan meets the demand for cheap 
housing. 

The Commission could have easily provided for cheaper 
housing accommodation if it had tackled the question of specu¬ 
lative land values. In large cities the price of land absorbs more 
than 22 per cent of the cost of a single tenement. In smaller 
towns it absorbs nearly 18 per cent of the total cost. It is 
quite possible that the Commission’s estimate of the cost of 
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land is an underestimate, and much more will have to be paid' 
for land in the large cities. The proper step will be to drasti¬ 
cally scale down the value of land held by big owners in 
cities and deny them the opportunity to profiteer at the 
expense of the people. This, together with control of profits 
in industries producing building material, would have ensur¬ 
ed cheap housing accommodation. But the planners do not 
believe in the control of profits. On the contrary, they 
presume an excessively high rate of profit in their calcula¬ 
tions of taxation and formation of capital. No wonder, then,, 
that they are unable to provide cheap housing. 



Chapter X 

LABOUR UNDER THE PLAN 


“The worker is the principal instrument in the fulfil¬ 
ment of the target of the Plan and in the achievement of 
economic progress generally. His co-operation will Ije 
an essential factor in creating an economic organisation 
in the country which will best subserve the needs of social 
justice.’* 

{The First Five-Year Plan, p. 570.) 

How does the Commission set about to secure the co-opera¬ 
tion of the worker? 

We have already seen that it offers him only as much food 
as in 1950-51 when there was no plan and when there was 
general scarcity with high prices. Further, the quantity is 
below the prewar standard. The quantity of cloth that he is 
offered is once again below^ what he got in the prewar days 
of British rule against which he revolted. The housing that 
he is offered is totally inadequate for his needs, the vast majo¬ 
rity of those who are in need will not be provided with accom- 
.modation. And those who get it will have to pay two to 
three times the present rents. Quite an effective way of secu¬ 
ring the co-operation of the workers! 

As regards wages, the Commission makes the following 
observations : 

“On the side of wages, any upward movement, at this 
juncture, will further jeopardise the economic stability of 
the country if it is reflected in the costs of production and 
consequently raises the price of the product. For work¬ 
ers too, such gains will prove illusory because in all likeli- 
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hood they will soon be cancelled by a rise in the general 
price level and in the long run the volume of employment 
may be adversely affected.... Wage increases should Le 
granted under the following circumstances (i) to remove 
anomalies or where the existing rates are abnormally low 
(ii) to restore the prewar real wage, as a first step towartis 
the living wage, through increased productivity resulting 
from rationalisation and the renewal or modernisation of 
plant.’’ 

(P. 583.) 

The wage policy of the Commission boils down to this : 
The worker may get a small wage increase where his wages 
are abnormally low even by Indian standards. For the rest, 
ho can at best hope to get the miserable wage of the British 
days and that loo only after he has accepted rationalisation 
leading to increased workload and unemployment. He is to 
be paid at best the prewar wage in return for increased out¬ 
put, Almost the entire fruit of modernisation of industry 
and increased productivity of the worker is to be appropriated 
by the employers in the form of increased profits or by the 
State in the shape of increased tax returns, while the worker 
is promised only a return to the prewar real wage. A very 
effective device for inducing the worker to increase his pro¬ 
ductivity indeed! 

The Commission further states: ‘Tull and effective imple¬ 
mentation of the minimum wage legislation should be secured 
during this period” (p. 585). This legislation is intended to 
apply especially to industries paying abnormally low wages. 
What, however, is the practice of the Government in this res¬ 
pect? In the third year of the Plan, and almost immediately 
after the Commission made this recommendation, the Govern¬ 
ment of India suspended the application of the Minimum 
Wages Act to tea and coffee plantations. This shows what 
sanctity the Government attaches to the Commission’s recom¬ 
mendations. 

In justifying its wage policj^ the Commission indulges in 
puerile arguments about a rise in wages leading to a rise in 
prices. It is no doubt true that the capitalists do try to 
pass on the wage increase to the consumer by raising the 
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price of the product. But the remedy against it is statutory 
reduction of profits and control of prices which the Commis¬ 
sion is unwilling to adopt. 

Show of Imjjartiality 

At the same time, in order to appear impartial, it suggests 
that ‘‘restrictions should be placed on the remuneration of the 
management, distribution of profits and the issue of bon'os 
shares.” Are these restrictions meant to be really imposed 
as those on the worker’s wages? 

“Such restrictions may have to give due considera¬ 
tion to (i) a fair return on capital depending upon the 
nature of the business and the past practice of paying 
dividends during normal periods; (ii) the claim of share¬ 
holders for a fair return on capital where during the 
initial period of the new undertaking no distributable 
profits are made.” 

(P. 583.) 

This policy only underlines the solicitude of the membei’s 
of the Commission for the capitalists. While the worker 
is to be denied a rise in his real wage in the name 
of planning, the capitalists are to be ensured profits of the 
pre-planning period when there was no control over profitrs. 
“Fair returns” is to be judged according to the character of 
the business and past practice. The meaning of “fair 
returns” will be further clear from the Commission’s recom¬ 
mendation that foreign capital be guaranteed higher profits 
than at present. 

There will, therefore, not be any real restriction on profits 
of either foreign capital or Indian big business capital. On 
the contrary, in the name of “fair returns” and “past practice” 
they will be allowed to pile up high profits while restrictions 
will be effectively imposed on workers’ wages. 

Besides, all these so-called restrictions are to be only on 
the immediate distribution of profits, not on the earning of 
profits as such. All the concerns will be free to make as 
much profit as they can through the raising of prices of pro- 
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ducts and various other means. If at all the restrictions are 
applicable, they will only limit the distribution of dividends 
in the immediate present, leaving the rest of the profits with 
the capitalists to be distributed at a later date or turned into 
capital for the sake of more profits. 

In other words, while restrictions on wages are real, those 
on profits are just meant to mislead the people and make them 
believe that the Commission is non-partisan in its attitude. 

Minimum Conditions Not Guaranteed 

The Commission is not satisfied with the wage freeze. It 
further suggests that the payment of the periodic bonuses 1o 
workers should be restricted—which means only a part should 
be paid in cash—“to prevent the diversion of resources into con¬ 
sumption”, and that “the balance is to constitute the savings 
of workers.” Thus yet another attack on the consumption 
standards of workers is recommended. The worker will be 
deprived of this much purchasing power, while the govern¬ 
ment will be creating additional need for it by its policy of 
taxation, deficit financing and high prices. The excuse that 
payment of bonus in cash will lead to inflation or rise in the 
cost of living cannot hold water, because the government’s 
deficit financing itself will be raising the cost of living, while 
the bonus of workers will partly neutralise the effects of the 
rise in the cost of living. 

In the background of this policy, the Commission’s appa¬ 
rent concern over conditions of work, workers’ health, etc. 
appears insincere and hollow. It devotes a lot of space 
a discussion on the settlement of industrial disputes, forgetting, 
however, that industrial peace cannot be based on starvation 
wages now sought to be frozen. Conciliation, arbitration, 
collective bargaining, all these have a role to play in maintain¬ 
ing industrial peace, provided the basis of that peace is first 
laid down by guaranteeing to the workers certain minimuin 
conditions of work and wages. 

But the Commission does not promise these minimum con¬ 
ditions. There is no question of the worker securing a living 
wage or anything approaching it during the period of the Plan. 
Nor does the Plan offer social security to him on any sub- 
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stantial scale. The Employees’ State Insurance Act insures 
risks of sickness, maternity and employment injury. The last 
two are already covered by existing legislation. So the only 
new addition is that of insurance against sickness and the 
Act which relates to it was conceived and passed during the 
pre-Plan period. The planners cannot claim credit for it. 
At present it is applicable only to Delhi and Kanpur and only 
by 1954 it is expected to be made applicable throughout the 
country. Whether this expectation will be realised is itself 
doubtful, considering the fate of the Minimum Wages Act. 
The only other measure is the institution of Provident Fund 
for the workers. It will be long before these measures are 
applied to all sections of workers. 

These measures make very inadequate provisions and 
cannot be deemed to offer adequate social security. The 
Sickness Insurance Act has been described as a farce by com¬ 
petent trade union circles. Besides there is as yet no legis¬ 
lation offering security against unemployment—the biggest 
scourge of the working class. Considering the vast 
numbers that are already without jobs and the rapidity with 
which unemployment is increasing, absence of this legislation 
makes the life of the working class utterly insecure. The 
Commission does not suggest a comprehensive legislation 
embodying security against unemployment as part of its Plan. 

It says : “For the successful implementation of the Plan 
in India, co-operation from the trade unions and employers 
is absolutely essential” (p. 58). Its wage policy and social 
security policy preclude co-operation from the mass of work¬ 
ers. The organisational policy pursued by the Government 
brings about the same result. In a number of industries and 
factories, the Government and the management show pre¬ 
ference to I.N.T.U.C. organisations even though they have 
hardly any backing among the workers. When the Com¬ 
mission talks of co-operation from trade unions, it means only 
the I.N.T.U.C. unions. The general hostility of the Govern¬ 
ment towards more radical organisations is well known. With 
this policy what chance can there be for co-operation from 
the trade union movement as a whole? 

Such is the labour Plan of the Commission. What is 
there in it to enthuse the w'orker to increase his productivity? 



182 


1M)IA’S FIVK-YKAU PLAN 


With restrictions on worker’s w’ages and absence of social 
security, with landlordism riding on the back of the peasant, 
and foreign capital spread all over the industries, what is 
there in the Plan for the worker to feel enthusiastic about? 
What is there to make him feel that it is a plan of national 
salvation? The Commission has sacrificed the co-operatioji 
of the working class to its policy of appeasing the foreign 
imperialists and Indian monopolists. 



Chapter XI 


VILLAGE AND SMALL INDUSTRIES 


INDIA’S small-scale industries and handicrafts, together 
with village industries, offer employment to millions and form 
a very important part of the productive activity of the country. 
Any plan worth the name must make proper provision for 
the expansion of these industries, for providing them with 
better technique and rescuing these small producers from their 
miserable plight. For, it should not be forgotten that while 
these industries offer employment to millions, almost all of 
them offer abnormally low returns to the producers. 

It is disappointing to find that so far as small indus¬ 
tries, which include handlooms, coir production etc., and 
handicrafts are concerned, the Commission has hardly any 
concrete programme of development. 

In dealing with the programmes in the private sector, the 
Commission now and then refers to small-scale units and 
sometimes provides for them a small scope. For the rest, 
the Commission’s line is to ask the smaller industries to 
develop their full capacity, while permitting additional expan¬ 
sion to bigger and large-scale units. The Commission seems 
to forget that smaller units are generally unable to utilise 
their full capacity just because they cannot stand the compe¬ 
tition of the larger units. 

The Commission utters platitudes about reservation of 
certain spheres of production for smaller units etc., but sug¬ 
gests hardly anything in the direction of protecting and helping 
them forward. Only in two industries does it directly pro¬ 
pose installation of new small-scale units. It proposes the 
establishment of 100 new small-scale units in the footwear 
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industry, and a number of cottage factories in the match indus¬ 
try. As for the rest, it is content with recommending the full 
utilisation of their existing capacity. In the case of soap indus¬ 
try, for instance, while it recommends an increase in its rated 
capacity from 265,000 to 280,000 tons, it makes no provision for 
the expansion of production from small-scale factories or cot¬ 
tage units. The increase is monopolised by big units. The most 
likely result of this will be that the increased production of 
bigger units will ruin the smaller ones. 

In the handloom industry, the Commission’s programme is 
to increase production of handloom cloth from 810 million 
yards in 1950-51 to 1,700 million yards in 1955-56. How far 
this programme can be implemented has been examined else¬ 
where. 

In the case of the coir industry, it is only stated that 
attempts are being made to raise the quality of production. 

In reality, the Commission has no programme for these 
small units. Even on such a simple issue as replacing import¬ 
ed articles by the products of cottage and small-scale indus¬ 
tries, the Commission is not able to suggest any definite steps. 
It only suggests a detached examination by panels of tech¬ 
nicians and businessmen. 

The Commission states that there is considerable scope for 
assigning to small-scale industries particular stages of produc¬ 
tion in the process of manufacture. Among the leading 
examples of this type of small industry may be mentioned the 
manufacture of cycle parts, electrical goods, cutlery, pottery 
and agricultural implements. But the Commission suggests 
no programme to utilise this scope. It only contents itself 
with the following remark : “This result cannot, however, be 
achieved without a reservation of spheres according to some 
central plan foi’ an industry as a whole” (p. 330). 

Most of these industries find themselves in a serious plight 
today and concrete proposals for arresting their decline and 
expanding their operations are necessary. The handloom 
industry and the coir industry—^to mention only two of the 
important industries—^haye been in an acute stage of crisis, 
with lakhs of people either wholly or partially unemployed. 
Between 1948 and 1951, handloom production declined by 30 
per cent. 
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The prospect before most of the small-scale industry, 
during the period of the Plan, is not one of expansion but of 
ruin. The economic crisis that is already on us, and the keen 
competition from foreign-owned and Indian-owned large ■ 
scale concerns, will inevitably ruin a number of these indus¬ 
tries which are not given adequate protection. 

Although the Commission recommends grant of adequate 
protection, in the form of a levy of a cess on large-scale 
industries, for the benefit of small-scale units and the integra¬ 
tion of the programme of the smaller units with those of the 
bigger units, all these will remain only pious words. In reality 
the fall in the purchasing power of the people and the conse¬ 
quent contraction of the market are already throwing the 
burden of competition on the smaller concerns resulting in 
their ruin. 


Village Industries 

As regards village industries, the Commission has at least 
some concrete proposals to make. The main industries listed 
are (1) village oil industry; (2) paddy husking; (3) palm gur 
industry; (4) gur and khandsari; (5) leather industry; ((>) 
woollen blankets; (7) high grade hand-made paper and (B) 
cottage match industry. 

The producton of Ghanis is proposed to be raised from 
10 to 13.8 lakh tons of seed pressing. It is expected that 
there will be additional employment to 100,000 oil pressers. 
Hand-pounding of rice is an important village industry, pro¬ 
cessing about 65 per cent of the paddy. The programme aims 
at improving the hand process for increased recovery, by the 
introduction of paddy husking stone chakkis in place of the 
pounding method. This is expected to provide additional 
employment to 40,000 hand pounders. 

The scheme for the development of palm gur envisages 
increase in production to the extent of 80,000 tons of gur. This 
scheme is expected to offer additional employment to 60,000 
agriculturists, tappers, etc. 

The scheme relating to gur and khandsari consists of 
extending the use of improved type of cane crushers to obtain 
a higher percentage of extraction. It is proposed that over 
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a period of four years about 100,00 improved cane crushers- 
will be introduced. This is expected to provide additional 
employment to 1,200 whole-time workers, 3,800 part-time 
workers and 600,000 cane growers in 30,000 villages. 

The programme regarding the leather industry is to 
minimise the waste due to the incomplete utilisation of dead 
animals. The four year programme provides for recovery 
work, tanning, leathercraft in municipal areas and in adjoining 
rural areas and also for the organisation of co-operatives of vil¬ 
lage leather workers. This is expected to provide employ¬ 
ment to 1,300 employees and also about 800,000 chamars in 
72,000 villages. 

The woollen industry is to produce 10 lakh blankets and 
provide employment to 200 employees, 4,000 spinners and 200 
weavers. Hand-made paper industry is to produce 1,400 tons 
of high grade paper and employ 1,000 paper makers. Cottage 
match industry is to increase its production from about 0.6 to 
about 1.8 million gross at the end of four years and offer 
employment to 6,000 labourers. 

In the first place, some of these estimates conflict with 
those given elsewhere by the Commission. Its programme 
for footwear industry does not include any provision for ex¬ 
pansion of production of the village shoe industry. How 
then does the programme for village industries suddenly pro¬ 
mise so much expansion as to afford employment to 1,200 
employees and 8 lakh chamars? Obviously the estimate is 
either totally wrong or is greatly exaggerated. 

Taking the figures as they are, it can be easily seen that 
but for the exaggerated figure of seven lakhs that the village 
shoe industry is expected to absorb, the actual employment 
offered in the village industries as such does not touch even 
the fringe of the problem. The programme cannot by any 
chance be called a programme of development of village 
industries. It will hardly affect the life of the rural people. 

The Commission's village industries programme comes to 
this miserable end because its targets in agriculture them¬ 
selves are poor. Having declined to free agriculture from feu¬ 
dal thraldom, it is unable to plan for a genuine development 
of village industries. Had agriculture been freed, the multi¬ 
farious demands of the peasant necessitating the reorganisa- 
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tion of agriculture would have afforded plenty of scope for 
every type of village and small-scale industry. The village 
industries in particular have been sacrificed at the altar of 
antiquated land relations. 



Chapter XII 
FINANCE 


ACCORDING to the Planning Commission, the finance for the 
Five-Year Plan will be raised as follows : Out of the Rs. 2,069 
crores required for the pubilc sector, the Central and State 
governments are expected to finance Rs. 1,414 crores from the 
normal revenue and capital receipts of public authorities, inclu¬ 
ding loans and grants received upto now from abroad. The 
extent of deficit financing in the public sector is expected to 
be Rs. 290 crores. 

The gap of Rs. 365 crores is to be met from external 
sources or in their absence, from additional measures of 
internal taxation or borrowing or by further deficit financing. 

According to the present estimates, by the end of the 
P’ive-Year Plan, the tax revenues of the Central and State 
governments are likely to be about Rs. 70 to 80 crores more 
than in 1950-51; if there are unexpected receipts on account of 
items like export duties, the increase may be of the order of 
Rs. 100 crores. 

Out of the budgetary resources, public savings, that is 
excess of state revenues over non-developmental expenditure, 
are expected to finance Rs. 738 crores, while capital receipts 
are expected to contribute Rs. 520 crores. The two sources 
together will provide about Rs. 1,258 crores of the planned 
outlay of Rs. 2,069 crores. 

As compared with the base year 1950-51, the contributions 
from the two sources in 1955-56 will be as shown in Table 27. 

Out of the Rs. 568 crores of public savings, the Centre is 
to contribute Rs. 160 crores aAd the ‘A’ and ‘B’ States, 
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Table 27 

ESTIMATED CONTRIBUTIONS FROM PUBLIC SAVINGS 
& CAPITAL RECEIPTS 


Item 


Base Year Plan Periotl 
1950>51 1955-56 

(In crore rupees) 


Public saving from current revenue of 

Central and all Statels 122 568 

Railways 23 170 

Capital Receipts : 

Private savings absorbed through 
loans from the public small savings 
and other unfunded debt, deposit 
funds, etc. 77 520 


Rs. 408 crores. The Centre’s capital receipts will amount to 
Rs. 396 crores while that of the states, Rs. 124 crores. 

To meet their commitments the State governments will 
have to raise an additional revenue of Rs. 232 crores. Three- 
fourths of this additional revenue is expected to be raised from 
the following sources : 


Table 28 

SOME SOURCES OF ADDITIONAL REVENUES 
OF STATE GOVERNMENTS 


(In crore rupees) 

Revenue from taxation on land (covering land revenue 

and agricultural income tax) 34 

Revenue from irrigation (covering irrigation rates & 

betterment levies) 29.5 

Revenue from other commercial ventures of the State 

(i.e. forests, electricity and minerals) 4.8 

Revenue from capital transfers (i.e. from Estate 

Duties) 21.3 

Revenue from taxation of general commercial activity 

(i.e. sales tax) 25.5 

Revenue from other miscellaneous sources (including 

taxes on luxuries) 37.5 

Revenue from economies in non^development expendi¬ 
ture 12.1 

TOTAL; 165.0 




100 


INDIA’S FIVE-YEAR PLAN 


There will still be a shortfall of Rs. 67 crores. 

It has already been stated that by the end of the Five- 
Year Plan, the revenues of the Centre and State govern¬ 
ments are likely to be higher by Rs. 70 to 80 crores. The 
total revenue of the Central Government and Part “A” States 
for 1952-53 was a little more than Rs. 750 crores. The addi¬ 
tional taxation of Rs. 80 crores will mean a 10 to 11 per cent 
rise over the taxation of 1952-53. 

Mounting Burden of Taxation 

Since the war taxation upon taxation has been piled upon 
the backs of the people which makes them least capable of 
bearing this additional burden. The following table shows 
how the Central Government has been putting fresh burdens 
on the people : 


Table 29 

GOVERNMENT OF INDIA REVENUE (1938-54) 


Year 

(In crore rupe 

1938-39 (undivided India) 

84.47 

1949-50 

350.39’^ 

1950-51 

410.66* 

1951-52 

515.36*^ 

1952-53 

418.64 

(Revised) 

1953-54 

437.76 

(Budget) 


(Accounts are provisional) 


The present taxation of the Central Government is nearly 
five times the taxation in undivided India. 

Following the Central Government, the State govern¬ 
ments have also contributed their own share in attacking the 
people. Table 30 on the facing page gives figures relating to 
revenues of Part “A” States. 

Here again, taxation has increased four times over the 
prewar figure. 

The per capita tax revenue for all “A” States is Rs. 8.45. 
The per capita tax revenue for “B” States is Rs. 9.4. The per 



!•' 1 N A C E 


191 


Table 30 

REVENUE OF PART “A” STATES (1938-54) 


Year 

1938-39 Accounts 

1950- 51 „ 

1951- 52 „ 

1952- 53 Revised 

1953- 54 Budget 


(In lakh rupees.) 

79.42 

294.37 

315.60 

336.96 

350.51 


capita tax revenue of Centre and “A” States must be nearly 
Rs. 17. This heavy taxation on the miserable per capita 
income is now to be reinforced by additional taxation of 
Rs. 80 crores. 

In recent years the burden of certain taxation measures 
has heavily fallen on the shoulders of the common man. The 
proceeds, for instance, from the sales tax, which is levied even 
on necessaries of life, have increased from nil in 1938-39 to 
Rs. 4,387 lakhs in 1952-53 in “A” States alone. 

Now the Commission seeks to pile fresh burdens on the 
common people on the plea that they are lightly taxed. 
According to its Plan, revenue from taxation on land (cover¬ 
ing land revenue and agricultural income-tax) is to increase 
by Rs. 34 crores. The total land revenue of ‘‘A” and “B” 
States in 1952-53 was nearly Rs. 59 crores. There will thus 
be an increase of nearly 12 per cent in the annual land revenue 
and other taxation from land. A major part of this increase 
will, of course, be borne by the small peasant. 

The peasant has also to pay Rs. 29.5 crores in irrigation 
charges or an additional sum of nearly Rs. 6 crores every year. 

The revenue from sales tax is to contribute an additional 
sum of Rs. 25 crores in five years which represents an increase 
of nearly 12 per cent. 

The Commission upholds the myth circulated by the Bri¬ 
tish in their days that India is one of the most lightly taxed 
countries in the world. It seeks to prove it by sheer statis¬ 
tical jugglery, by referring to the low percentage of national 
income that is taken in the form of taxes. But notwithstand- 
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ing this low percentage, the reality is that taxation in India has 
become oppressive because the national income itself is 
extremely low. 

The Commission suggests additional burdens on the poorer 
strata of the population on the plea that the existing taxation 
affects only a narrow range of population. 

“But if as much as one-third or more of total tax 
revenue is derived from certain limited strata of society 
it implies that the burden of taxation spread over the rest 
of the community is correspondingly lighter and that rela¬ 
tively small increases in the rates of taxation on the 
latter will help to add significantly to total tax revenue,*’ 

(P. 49.) 

Instead of confiscating the British imperialist concerns and 
appropriating their huge monopolist profits for purposes of 
national development, the Commission's first concern is to 
tax the common people and pile fresh burdens on their over¬ 
bent backs. The confiscation of British concerns, and the 
appropriation of the profits made by them will place in the 
hands of the Government three times the revenue expected 
from fresh taxation. But the Commission will not touch the 
imperialists. 

A genuine plan for national development has no doubt 
every right to call upon the people to make temporary sacri¬ 
fices for the common good. But the first condition is that the 
Plan must be a real plan of national development. It must 
begin by clearing all the obstacles that bar progress and must 
direct national energies against those who enforce economic 
backwardness on the people. It must do away with all those 
institutions and privileges that oppress the people and hamper 
the development of the productive forces. 

Secondly, before the common people are taxed the plan¬ 
ners must see to it that the privileged classes do really con¬ 
tribute fully on the basis of their capacity. The equality of 
sacrifice demanded under any national plan must mean sacri¬ 
fices according to capacity. So long as the privileged classes 
do not contribute their own share, it is unjust and dishonest 
to levy taxes on the poorer strata of the population. 
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No Increase in Public Savings 

In spite of the heavy additional taxation, public savings in 
the period of the Plan are not estimated to exceed the level 
reached in 1950-51. While the people will be taxed heavily, 
the proceeds will go entirely to make up for the fall in othar 
sources of revenue and to maintain Government’s unproduc¬ 
tive expenditure at its present high level. 

“The estimate for public savings for the five-year 
period thus only about maintains on an average the level 
reached in the base year. The fact that no significant 
increases over this level are visualised in the estimates in 
spite of the anticipated increase in tax revenues over the 
period of the Plan is explained mainly by two factors. 
In the first place, windfall revenues from export duties 
and from arrears of income-tax had helped the Central 
Government to develop a substantial revenue surplus in 

1950-51. Secondly) the outlay on defence has risen 

substantially since the base year, the budgeted provision 
for 1952-53 being about Rs. 215 crores as compared to the. 
expenditure of Rs. 168 crores in 1950-51.” 

(P. 53.> 

It will thus be seen that, out of the revenue of Rs. 70 to 80 
crores raised by additional taxation, nearly 60 per cent will 
go to finance the increase in defence expenditure. Part of 
the remainder will be absorbed by the increase in the 
administrative expenditure of State governments. The com¬ 
mon man is to be taxed not mainly to finance the Plan but to 
finance the rise in defence and administrative expenditure of 
the Central and State governments respectively. 

Exaggerated Estimates 

The Commission’s estimate of additional revenue is pro^^'- 
ing an exaggeration. The revenue from railways showed 
a sharp decline last year. The budgeted figure of net surplus 
for railways was Rs. 23.47 crores for 1952-53. The revised 
estimate showed only a net surplus of Rs. 9.48 crores. For 

F 13 
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1953-54 also only a net surplus of Rs. 9.31 crores has been 
estimated. 

The States have been unable to raise additional revenues 
and meet their commitments towards the Plan. Their financial 
contribution over the five-year period should be Rs. 532 crores, 
but only Rs. 101 crores have been contributed during the 
first two years. In the case of Madras, Bihar, West Bengal, 
Mysore and Saurashtra, the target for the five years is 
Rs. 208.2 crores as against a contribution of only Rs. 20 crores 
in 1951-52 and 1952-53. The first progress report on the 
Five-Year Plan recently presented to the Parliament states : 

“Except in the case of a few States, the additional 
measures of taxation have been of minor importance, and 
the proceeds realised in 1951-52 and 1952-53 have been 
very small.... The increase in tax revenues has, in fact, 
also been more than absorbed by increased expenditures 
of a non-developmental nature on revenue account itself. 
... In addition several State Governments are spending 
lai'ger sums on buildings, roads and development schemes 
outside the State plans, all of which have the effect of re¬ 
ducing the savings available from State revenues for the 
Plan itself, despite the increase in tax revenue referred 
to above.” 


(Pp. 9-10.) 

The Commission proposes to finance Rs. 1,258 crores of 
the total expenditure on the Plan out of budgetary resources. 
In the first two years, these resources amounted to Rs. 363 
crores. For 1953-54 they are estimated to be Rs. 194.5 crores. 
At this rate only Rs. 600 crores can be added in the next three 
years causing a deficit of about Rs. 300 crores in the total of 
Rs. 1,258 crores assumed in the Plan. 

This deficit cannot be covered by additional taxation be¬ 
cause even on Commission’s own estimate, additional taxation 
does not go beyond Rs. 80 to Rs. 100 crores. If at all it at¬ 
tempts it, it will mean throwing such a huge burden on the 
people that they might revolt against it. It does not seem 
possible that the shortfall can be covered by additional 
borrowing and small savings. 
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This places before the Commission the following alterna¬ 
tives : (1) reducing the size of the Plan; (2) forcing the pace 
of taxation and driving the people into opposition; (3) more 
deficit financing; (4) more reliance on foreign aid. A com¬ 
bination of the last two is most likely in the absence of a 
reduction in the size of the Plan. 

Dr. V. K. R. V. Rao, eminent Indian economist, has the 
following to say on the question of resources available through 
additional taxation : 

‘T am convinced that the State governments will not 
be in a position to find the Rs. 408 crores which they are 
expected to do as public saving from revenues, and I 
venture the estimate that there will be a short-fall of not 
less than Rs. 100 crores, probably more.'’ 

(Speech before the Annual Session of the 

Indian Commerce Conference, Dec. 1952.) 

Loans and Small Sainngs 

The Planning Commission proposes to raise Rs. 385 crores 
in five years through loans and small savings and other un¬ 
funded debt. Of this amount Rs. 115 crores will be raised 
through loans and Rs. 270 crores through small savings and 
other unfunded debt. 

It is conscious that these figures need explanation as they 
bear no relation to the base year 1950-51. In that year small 
savings and other unfunded debt yielded a net return of only 
Rs. 39 crores, whereas in the Plan the annual rate contem¬ 
plated is Rs. 54 crores. In respect of loans there was in fact 
a net outflow. 

The Commission explains that the year 1950-51 cannot 
be considered a normal year in view of certain exceptional 
factors; the outbreak of the Korean War had encouraged sec¬ 
tions of the community to move away from holdings of money 
to holdings of commodities which led to a large-scale liquida¬ 
tion of government securities by the commercial banking sys¬ 
tem. It therefore considers it possible to raise the amount 
of Rs. 115 crores through public loans. 
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As regards small savings, it points out that the budgeted 
figure for 1952-53 was Hs. 44.5 crores as compared with Rs. 
33.5 crores in 1950-51 and that together with other unfunded 
debt, the annual rate of Rs. 54 crores should be easy of 
achievement. 

These figures are regarded by many as exaggerations. 
Dr. Rao, for instance, estimates a shortfall of Rs. 50 crores 
or probably more. 

How, with the spreading depression, the Commission hopes 
to raise Rs. 115 crores by way of loans is not understandable. 
Adid with economic conditions deteriorating rapidly for the 
common man, with deficit budgets increasing among the 
middle class, with small businessmen getting ruined, how 
the Commission hopes to reach the annual rate of Rs. 54 crores 
in small savings is inexplicable. 

In any case, even if the targets are realised, they will 
leave xmcovered the shortfall of Rs. 300 crores in revenues 
noted above. Even the Commission does not expect the pro¬ 
ceeds from loans and small savings to exceed its estimate. 



Chapter XIII 

DEFICIT FINANCING 


THE Commission intends to secure Rs. 290 crores through 
deficit financing. It uses the term “deficit financing” to de¬ 
note the direct addition to gross national expenditure through 
budget deficits, whether the deficits are on revenue or on 
capital account. The essence of such a policy lies therefore 
in Government spending in excess of the revenue it receives 
in the shape of taxes, earnings of State enterprises, loans from 
the public, deposits and funds and other miscellaneous sources. 
The Government may cover the deficit either by running down 
its accumulated balances or by borrowing from the banking 
system—^mainly from the Central Bank of the country and thus 
“creating money” (p. 60). 

Deficit Financing became a current phrase with the eco¬ 
nomists after Keynes’ theory on full employment. Originally 
it was intended to be applied to industrialised countries dur¬ 
ing periods of depression and crisis, when productive capa ¬ 
city remained idle on account of lack of purchasing power 
among the people. 

In the context of economic development, it is regarded as 
a method of capital formation at a rate more rapid than the 
voluntary savings of the people would permit. 

In reality, deficit financing, in the context of development, 
means putting additional burdens on the people after taxation 
had reached its limit. 

As the definition given by the Commission shows, “deficit 
financing” consists in the state throwing more money into cir¬ 
culation, money which does not represent a corresponding 
quratity of commodities. This money, at best, is able to set 
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more men in motion without immediately setting more coin- 
modities in motion. It leads to the creation of additional pur¬ 
chasing power unaccompanied by an additional production 
of commodities. This leads to rise in prices of commodities, 
inflation and general depression of the buying power of wages 
and other incomes. Thus the vast masses of people are forced 
to be content with Jess number of commodities: their consump¬ 
tion standards are reduced and they are made to bear addi¬ 
tional economic burdens. It is an insidious method of indirect 
taxation and nothing more. 

What the Commission promises through “deficit financing” 
is thus continued inflation, rising prices and consequent addi¬ 
tional burdens on the people. The production increases pro¬ 
mised under the Plan are not to lead to lower prices, reason¬ 
able cost of living and more liberal consumption standards, 
but to restricted standards and higher prices. Deficit financing 
is a special method of fleecing the poorer sections of the popu¬ 
lation. It falls heavily on the lower income groups and is 
highly regressive in character. It attacks first those who are 
least capable of bearing additional burdens. 

The amount of this deficit financing is likely to be much 
larger than the estimated figure of Rs. 290 crores. There is 
a big gap in revenue from the budgetary sources which can¬ 
not be met by additional taxation. The shortfall in revenue 
has been estimated to be nearly Rs. 300 crores. This can 
only be covered either through deficit financing or foreign aid. 

Besides, in the financial estimate of the Commission 
Rs. 365 crores are still left uncovered. It hopes to meet this 
uncovered part through external aid. If sufficient external 
aid is not forthcoming, this deficit also will have to be met 
through deficit financing. 

The Commission underestimates the amount of deficit 
financing needed. In his speech mentioned earlier, Dr. V. K. 
R. V. Rao also considers that deficit financing on a much larger 
scale will have to be resorted to. Discounting the idea that 
there will be sufficient foreign aid to meet the uncovered de¬ 
ficit of Rs. 365 crores and expecting a fall in the budgetary 
resources, Dr. Rao estimates that the gap to be met by deficit 
financing will be of the order of Rs. 655 crores. 
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The Commission and its apologists have been making 
vStrenuous efforts to show that the deficit financing contem¬ 
plated under the Plan will not lead to inflationary effects, that 
it is a harmless measure of quick capital formation which only 
benefits social development without harming anyone. They 
point out to the counteracting measures that are proposed 
under the Plan to prove their case. 

Their claim was recently upheld by Mr. E. M. Bernstein, 
leader of the International Monetary Fund Mission, which 
was invited to this country by the Government to get its ex¬ 
pert advice on deficit financing. At a press conference on 
March 25, 1953, Mi*. Bernstein said : 

“In an economy that is expanding, as India's will 
under the Plan, it is essential that the money supply 
should also expand, to enable the public to finance the 
higher lever of production and consumption.... Let me 
put my view clearly, I favour zero inflation, but I hold 
this is consistent with some deficit financing. I believe 
that some borrowing by the Government of India from 
the Reserve Bank is necessary and desirable at this time 
to keep the economy progressing on a stable price basis. 

The proposal to resort to deficit financing to the extent 
of Rs. 290 crores is certified as one which will not lead to in¬ 
flation etc. These claims have no basis in theory and in rea¬ 
lity. Deficit financing as a measure of increasing capital forma¬ 
tion can be successful only if it robs the people by depreciating 
their labour through high prices and a higher cost of living. 
The sum of money that is injected into circulation cannot be¬ 
come capital without hitting all round. It gets command over 
commodities and labour only by appropriating part of the pur¬ 
chasing power of the other sums of money, i.e. by reducing 
the purchasing power of money itself. This means rise in 
prices and fall in the purchasing power of the incomes of all 
sections. To the extent that the newly injected sum of money 
becomes capital, people are robbed of their labour through 
the depreciation of their incomes. If the latter process does 
not take place, there will be no capital formation. 
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The counteracting measures that are talked about may 
at best alleviate the worst effects of this process of capital 
formation which may create a danger for the continuation of 
that process; but they will not be able to eliminate the major 
process of general robbery. Those who assert the contrary 
are either playing on the credulity of the people or indulging 
in wishful thinking. 

Mr. Bernstein, in the speech quoted above, presented the 
problem as if it was only a question of meeting the legitimate 
demands of an expanding economy for money, as if it was only 
a question of supplying the necessary quantity of the medium 
of exchange to exchange a larger number of commodities. 
Presented thus, the problem appears simple and it is easily 
proved that such an expansion in the quantity of money need 
not lead to inflationary tendencies but is consistent with 
stable prices. But in reality deficit financing is not expansion 
of the medium of exchange to satisfy currency requirements 
but for forcing the pace of capital formation which can only 
be achieved through inflicting inflation on the people. 

The Commission puts its case as follows : 

“At the present stage, the external resources that 
can be firmly counted upon for the Plan—apart from loans 
and grants from abroad already received which we take 
credit for elsewhere in our estimate of resources—are the 
releases from India’s sterling balances, estimated at Rs. 290 
crores over the five year period. This, so far as it is pos- 
ible to visualise now, may be regarded as the safe upper 
limit to deficit financing... .The point we would how¬ 
ever like to emphasise is that deficit financing can be 
countenanced only if and to the extent that there is assur¬ 
ance of steady supplies of the essential commodities of 

consumption.The scope for deficit financing at any 

particular time must be judged not so much in terms of 
movements in wholesale prices or in money supply but 
rather in the light of the trends in the cost of living indices. 
When costs of living are high, increased purchasing power 
injected into the system is apt to lead to increased demand 
for the basic commodities of consumption and push up 
costs of living still further. 
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‘‘From this point of view, it is important to stress that 
the scope from deficit financing is intimately bound up 
with the policy regarding physical controls. If the supply 
and distribution of food-grains, and other essential com¬ 
modities such as cloth and gur or sugar, could be so orga¬ 
nised as to meet the minimum requirements of the popu¬ 
lation, the dangers of deficit financing would to that ex¬ 
tent be minimised. The impact of larger money incomes 
would then fall on other commodities and services which 
matter less from the point of view of the cost of living of 
the large majority of the people.” 

(P. 61.) 


Minimising'* the Effects 

The Commission itself has to admit that the impact of 
deficit financing must fall somewhere, that things cannot re¬ 
main and continue as if there was no deficit financing. It 
only expects that the impact will fall on commodities and ser¬ 
vices which matter less from the point of view of the cost of 
living. It speaks only of “minimising” the effect of deficit 
financing. 

At the same time, the claims about minimising the effects 
cannot be easily accepted. Unless an increasing quantity of 
supplies neutralises in full the effect of additional money put 
into circulation, it is futile to talk of holding the cost of liv¬ 
ing. What is there to show that under present conditions 
there can be such an increase in the essential commodities that 
an additional quantity of money will be required to keep to 
the present level of cost of living? Obviously, one cannot rely 
on external resources in this respect. The declared policy of 
the Government is to minimise imports of food, in fact to 
abolish them. The Planning Commission provides for the 
import of three million tons of food, i.e. practically the same 
figure as at present. In any case, one cannot expect growing 
imports of food and other consumption goods because foreign 
exchange resources, the sterling balances and the new foreign 
investments, will be overwhelmingly utilised for securing the 
Capital goods required under the Plan. The Commission mis- 
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leads the people when it seeks to create the impression that 
the effect of deficit planning on the cost of living of ordinary 
people will be neutralised by the imports secured through the 
release of sterling balances and other foreign aid. 

Besides, in the name of fighting the inflationary effects 
of deficit financing, if cheap consumers’ goods are imported in 
large quantities that will only ruin Indian industries as was 
the case when the Government allowed foreign goods to flood 
the Indian market during the period of O.G.L. It was said, 
at that time also, that imports were necessary to fight inflation 
at home. 

The increases in food and other necessaries of life that are 
contemplated by the Commission are not of such an order that 
they can nullify the effects of deficit financing under the Plan, 
It should be realised that even without deficit financing there 
will be enough inflationary forces generated by the large ex¬ 
penditure that is planned, because investment will be diverted 
to large schemes that will not immediately yield goods to 
absorb the purchasing power created through wages paid dur¬ 
ing construction. This will be the case notwithstanding the 
“agricultural bias” of the Plan. What the Commission des¬ 
cribes as “deficit financing” is, in reality, the extra inflationary 
force added to the excess purchasing power created through 
the long-term investment under the Plan. 

The Commission gives away its whole game when it relies 
on physical controls to meet the minimum requirements of 
the population and minimise the dangers of deficit financing. 
The bankruptcy of governmental controls in India is seen by 
all. In the war and post-war years, under the British and 
Congress regimes alike, controls have failed to protect the in¬ 
terests of the people or hold the cost of living. They have 
always followed the trend dictated by Government’s infla¬ 
tionary policies and have been repeatedly defeated by black- 
marketeers and profiteers. The experiment of breeding the 
profiteer and the hoarder through inflation and attempting to 
control him through price-fixation etc. can no longer deceive 
the people. Controls cannot change the basic direction set 
by economic policies. 

The Commission admits that when costs of living are high, 
increased purchasing power injected into the system is apt 
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to put them up still further. Is not the cost of living already 
high? How then can the Commission recommend deficit 
financing when the problem is how to reduce the cost of 
living. 

This exposes the Commission in yet another way. While 
discussing deficit financing, it only argues that there will be 
no rise in the cost of living. It does not promise a reduction in 
the cost of living. But a reduction is necessary, for, the 
Commission promises a rise of TJ per cent in the consumption 
standards of the people in the period* of the Plan. Wage in¬ 
creases during this period are to be restricted. Consumption 
standards can therefore rise only if there is a fall in the cost 
of living. This applies to the city population as well as to 
agricultural workers, in fact to all those who do not produce 
their own food. This partially applies to the peasantry also 
whose consumption of cloth and other necessaries of life 
cannot go up unless there is a fall in the cost of living. Thus 
deficit financing threatens to wipe out almost the entire 
advance in consumption promised under the Plan. What (he 
planners give with the right hand, they take away with the 
left. 


Trend of Prices 

The trend of prices in India is so alarming that only in¬ 
flation-maniacs can think of deficit financing. In the first two 
years of the Plan, there was an outlay of Rs. 584 crores with 
an uncovered gap of Rs. 115 crores. According to the Govern¬ 
ment this involved deficit financing only to the extent of Rs. 75 
crores. Yet, what has been the effect of this official expen¬ 
diture and deficit financing? Prices have soared and with 
them the cost of living which the Commission seeks to control. 
The General Index for wholesale prices was 409.7 in the pre¬ 
plan year 1950-51; it rose to 434,6 in 1951-52 and was 380.6 in 
1952-53, and by June 6, 1953 it had reached 405.0 approaching 
the level of 1950-51 when prices had risen due to the Korean 
War. In the years preceding the Korean War boom viz., 
1947-48, 1948-49 and 1949-50, the index was 308.2, 376.2 and 
385.4 respectively. 
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In the same period, the food index showed the following 
variations: 


Table 31 

VARIATIONS IN PRICE INDICES OF 
FOOD (1947-53) 

(Base 1939—100) 


Year 

Food 

194V48 

306.1 

1948-49 

382.9 

1949-50 

391.3 

1950-51 

416.4 

1951-52 

398.6 

1952-53 

357.9 

6-6-19.53 

395.9 


The food index is 10 per cent higher than in 1952-53 and is 
tending towards the peak registered during the Korean boom. 
The Bombay cost of living index (base 1939—100) has risen 
from 298 in 1950 to 342 in April 1953. Last year it was 321 
^compared to 314 in 1951. There is thus a 9 per cent rise in 
the two years of planning itself. The Ahmedabad cost of liv¬ 
ing index (base July 1927—100) rose from 257 in 1950 to 
269 in April 1953; while Madras registered a rise from 325 
in 1950 to 336 in May 1953. Other centres like Calcutta, Nag¬ 
pur, Jamshedpur showed a fall in the cost of living index 
which does not correctly represent the trend of prices. 

This is the result of two years’ of outlay and Rs. 75 crores 
deficit financing. Deficit financing will be larger in 1953-54, 
while the deterioration in terms of trade that was observed last 
year will compel a larger volume of exports and add to the 
inflationary pressure. The proof of the pudding is in the eat¬ 
ing, and the evidence that the Commission has produced dur¬ 
ing the first two years of its Plan is enough to dispel its claims 
to render deficit financing innocuous. 
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THE extent to which the planners rely on foreign aid and re- 
^isonrces is staggering. Of a total outlay of Rs. 2,700 crores 
in the public and private sectors nearly one-third will be raised 
from foreign sources. 

Loans and grants received by India from abroad in the 
planning period amount to Rs. 156 crores. The planners count 
on the release of sterling balances to the tune of Rs. 290 
crores. 

They expect to invest Rs. 100 crores in the private sector. 
In the public sector, there is a gap of Rs. 365 crores in resour¬ 
ces. This gap is expected, in the first instance, to be filled 
through foreign aid. The planners thus propose to raise 
Rs. 900 crores or 33 per cent of the total outlay from foreign 
sources. This is enough to show that the foreign monopolists 
will get an absolute veto over the size and implementation of 
the Plan. The fate of the Plan is not going to be decided 
in New Delhi, but in London and perhaps also in New York. 

Deducting the amoimt secured through the release of ster¬ 
ling balances, we get Rs. 700 crores as the net new foreign 
investment under the Plan. This sum is equal to nearly twc'- 
thirds of the total foreign capital invested in public and pri¬ 
vate sectors upto the year 1948; and it is more than double the 
total foreign investment in private industries. 

The heavy price claimed by foreign monopoly capital and 
the subjugation of the economic life of the country resulting 
from it have been discussed in the preceding pages. All that 
needs to be added is that this programme of foreign “aids’' 
cannot be described as a method of financing but of mortgag¬ 
ing the country to the foreign monopolists. 
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Britain, controlling our Rs. 290 crores of sterling balances, 
occupies a strong position in relation to the Plan. The ex¬ 
pansion plans in the private sectors, in so far as they will be 
implemented, will strengthen her position still further. How 
much of the remaining requirements will come from British 
sources is not clear. But it seems quite a substantial reliance 
is being placed on American aid. The foreign aid of Rs. 156 
crores already received is mostly from the U.S.A. If further 
American investment comes in a big way, the country will be 
opened to widespread plundering of the people by the most 
rapacious monopoly capital and to intervention in the political 
affairs of the country. India will thus become a cockpit of 
the fiercest Anglo-American rivalries. With this huge import 
of foreign capital not only will British domination be strength¬ 
ened but also American interference is likely to increase. 
Such is the pro.spect which the Plan offers us. 

British and American monopolists would like to cut down 
the industrial programme of the Plan and especially discour¬ 
age new investment in iron and steel and similar projects. 
Eugene R. Black, President of the International Bank of Re¬ 
construction, stated in his press talk in Calcutta in 1952 that 
it might take six or seven years for India to get equipment 
for raising pig iron production. At the same time, he re¬ 
vealed that it was possible that India would start another 
fertiliser plant with the help of the Bank. The American mo¬ 
nopolists would at best invest in a fertiliser plant but not in 
a new project for production of iron. 

The British have been putting pressure on the Indian 
Government in the periodic Commonwealth Conferences to 
scale down the industrial programme of the Plan, and to con¬ 
centrate on the development of raw materials and extractive 
industries. 

The official communique is.sued after the meeting of the 
Commonwealth Conference in December 1952 stated : 

‘Throughout the Commonwealth there is wide scope 
for expanding the production of the essential supplie.s 
which the whole world needs—food and agricultural pro¬ 
ducts, mineral and engineering products... .This develop¬ 
ment of the basic essentials has on occasions been impeded 
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by other developments of a less sound and permanent 
kind... .The Conference agreed that in sterling area coun¬ 
tries development should he concentrated on projects 
which directly or indirectly contribute to the improve¬ 
ment of the area’s balance of payments with the rest of 
the world.” 

This meant that countries like India should concentrate un 
production and export of raw materials and minerals, while 
Elngland should concentrate on export of engineering products. 

Commenting on Britain’s position at this Conference, 
Capital wrote in its i.s.sue of December 4, 1952: 

“Britain’s position in this debate is uncomfortable for 
the advice that the rest of the sterling area grow food and 
mine ores and leave secondary industry to the home 
country sounds too close to the policies alleged to have 
been followed by the former imperialist power.” 

This .should leave no doubt as to what Britain wanted at 
this Conference. 

There is thus every possibility that the Commission’s ex¬ 
pectations of foreign aid may prove to be grossly exag¬ 
gerated. While the planners have given every kind of anti¬ 
national concession to coax foreign capital, it is not certain 
that the necessary amount will be forthcoming. 

This Plan, with its meagre objectives, appears to be be¬ 
yond the financial resources of the coimtry because the plan¬ 
ners are afraid to touch the monopoly profits of the British 
imperialists and the feudal loot of the landlords. The failure 
to mobilise sufficient internal resources only exposes the bank¬ 
ruptcy of planning within the framework of imperialist and 
feudal exploitation. It does not however prove that the 
country is unable to make a bigger productive effort. It only 
shows that the people must break through the present frame¬ 
work if they really mean to achieve prosperity and a free 
prosperous national economy. 



Chapter XV 

FOREIGN TRADE AND BALANCE OF PAYMENTS 


THE Commission's policy on foreign trade and commerce fol¬ 
lows its line of dependence on British imperialism and the 
Anglo-American world. India has been a member of the ster¬ 
ling bloc and will continue to remain a member during the 
period of the Plan and subsequently. The Commission pays 
lip homage to the necessity of diversification of our foreign 
trade. The only country of the new democratic world it men¬ 
tions is Czechoslovakia. 

^‘The recovery of Germany [read Western Germany] 
and Japan, and the possibility of developing greater trade 
relations with countries like Czechoslovakia and Sweden 
which can export capital goods will help to diversify 
trade and partly correct the existing imbalance with hard 
currency areas.” 

(The First Five-Year Plan, p. 457.) 

Thus the Socialist Soviet Union, whose industrial might 
is recognised by its worst enemies, New China which is taking 
great strides in economic progress, are not even mentioned in 
the Plan. The idea of diversification does not extend beyond 
Germany and Japan. There is no mention that the open dis¬ 
crimination in trade practised in favour of British imperialism 
should end. 

Already India’s foreign trade is dominated by the coun¬ 
tries of the British Empire, with the U.S.A. closely following. 

The large import of foreign capital visualised imder the 
Plan will only enable the British and American monopolists to 



FORKIGN TRADE AND BALANCE OF PAYMENTS 2 09 

strengthen, their dominating position in our foreign trade. 
India wilJ have to sequester huge quantities of raw and straie- 
gic materials to service foreign investment. Both in our 
exports and imports British domination will be strengthened, 
and there will be an increase in our dependence on the U.S.A. 
The British and Americans will thus ensure that we remain, 
in the main, exporters of raw materials required by them. 
Some export of semi-manufactured articles and products of 
light industries may take place, but this will only emphasise 
the dependent and subsidiary charactei- of the industry' here. 

Fall in Foreign Exchange Earnings 

The Commission’s estimates of eai'nings of foreign exchange 
through exports are turning out to be exaggerations. The in¬ 
crease in exports is expected to take place mainly in cottoti 
piecegoods, jute yarns and manufactures, manganese ore, oils, 
coal and coke, black pepper, tobacco, coir manufactures and 
woollen manufactures. The estimates in respect of these are 
as follows : 


Table 32 

ESTIMATES QF EXPORTS OF FOREIGN-EXCHANGE 
EARNING PRODUCTS (1955-56) 


1948 49 1955-56 

Cotton piecegoods (mill, yds.) 341 1^000 

Jute yarns and manufactu¬ 
res (thous. tons) 929 1,000 

Manganese Ore (thous. tons) 309 1,000 

Oil (mill, gallons) 15.5 41.4 

Coal and Coke (thous. tons) 1,137 3,000 

Black Pepper (thous. cwts.) 141 300 

Tobacco (mill, lbs.) 56 96 

Coir manufactures (thous. 

cwts.) 869 1,700 

Woollen manufactures (mill. 

lbs.) 8.3 16.0 


The main foreign exchange earners are, of course, cotton 
piecegoods, jute manufactures and tea. Cotton piecegoods 
are expected to earn Rs. 91.9 crores and jute manu¬ 
factures Rs. 212.0 crores in 1955-56. These estimates both 
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regarding quantity and earnings are now proving to be 
exaggerations. 

The value of jute manufactures declined from Rs. 228 
crores in 1951 to Rs. 153 crores in 1952. There was a small 
decline in the quantities exported but the major cause of the 
fall was the decline in prices. The value of exports of tea 
also showed a decline from Rs. 96 crores in 1951 to about 
Rs. 80 crores in 1952. The value of cotton textile exports 
declined from about Rs. 71 crores in 1951 to about Rs. 49 
crores in 1952. The quantity exported in 1952 was 487 mil¬ 
lion yards as compared with 724 million yards in 1951. 

The Commission, in deciding on the targets of export 
quantities and earnings, did not take into consideration the 
world conditions and the crisis of the war economies of Britam 
and America. 

It was obviously wrong to think that jute manufactures 
would command the same high price as during the period of 
the Korean boom. Besides Indian industry no longer holds 
a monopoly position in jute. New units have sprung up in 
Pakistan. Continental units have been recently in the fore¬ 
front competing with the Indian industry. The crisis of the 
Indian jute industry is seen in the fact that it has been work¬ 
ing short time, with 12J per cent of its looms sealed and with 
a contemplated sealing of a further 7i per cent. When it 
has been operating under these conditions, it was wrong for 
the Commission to have placed so much reliance on export 
earnings from jute manufactures. 

In the cotton textiles also the target of 1,000 million yards 
seems to be impossible to reach in view of the acute competi¬ 
tion in international markets. Only once in 1950 was this 
figure reached. Since then exports of cotton piecegoods have 
been going down. The planners are again wrong in esti¬ 
mating export earnings from cloth on the basis of virtually 
the same prices that obtained in 1950-51. At these prices not 
much cloth can be sold abroad. 

Besides, it should be remembered that the markets for 
our cloth are almost exclusively confined to territories in the 
British Empire or in the British sphere of influence. Malaya, 
for instance, is our major market. The exploitation of these 
markets is possible only in so far as it is permitted by the 



FOREIGN TRAt)E AND BALANCE OF PAYMENTS 


211 


British under the present conditions of international compe¬ 
tition. Britain herself is one of the chief cloth-exporting 
cotintries, and the expansion of our exports is likely to affect 
her. Besides she may like to bargain over these markets 
with Japan if the latter threatens her other markets. In these 
eventualities we are bound to suffer and our exports are bound 
to receive a setback. Already, Burma has ended her pre¬ 
ferential tariff for Indian goods, under Japan's pressure, it is 
reported. 


Adverse Te't^is of Trade 

The recession abroad and the sharp fall in the terms of 
trade still further threaten the assumptions and calculations 
of the Commission. The Commission expects that the terms 
of trade might become more imfavourable to India to the 
extent of about 10 per cent compared to 1948-49. The reality 
has been worse than the expectation of the Commission. The 
index of net terms of trade (base 1948-49—100) rose to 121 
in 1951-52, fell to 91 in 1952-53 and dropped to 87 in January 
1953, to 85 in February and 84 in March 1953. While the 
Commission expected a fall in terms of trade by 10 per cent, 
they have fallen by 16 per cent. 

The Commission’s expectations regarding exports and im¬ 
ports at the end of the Plan are as follows: 

“On this basis it has been estimated that the volume 
of India’s exports is likely to increase by nearly 30 per cent 
by 1955-56 as compared to 1948-49 and by over 10 per cent 
as compared to 1950-51 [which was a boom year for ex¬ 
ports]. The volume of imports for 1955-56 will, on the 
other hand, be about 18 per cent more than that in 1950-51 
[when imports were on a somewhat smaller scale than 
usual on account of international conditions] but only 
3 per cent more than in 1948-49 when the Open General 
Licence for imports was in full operation.” 

(P. 458.) 

What do the indices of volume of exports however show? 
The export volume index (base 1948-49—100) was 105 in 
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1949-50. 110 in 1950-51. 89 in 1951-52 and 94 in 1952-53. It 
fell to 80 in February 1953 and only in March rose to 101. The 
index for quantity of imports on the same base fell from 94 
in 1949-50 to 74 in 1952-53 and 60 in March 1953. 

Such is the reality with regard to our exports and imports. 

On the basis of its estimates about exports and imports 
the Commission visualises a deficit of Rs. 180 to 200 
crores i>er annum in the remaining years of the Plan. This 
will prove an underestimate, for the deficit is bound to be 
larger in view of the deterioration in terms of trade and the 
fall in the quantity and price of exports unless imports are 
drastically reduced, reducing the si/e of the Plan itself. 

Besides* the Commission calculates the deficit only on 
the basis of an outlay of Rs. 1.700 crores whereas the Plan 
visualises a total outlay of Rs. 2,669 crores. This is an addi¬ 
tional reason why its figure will prove an underestimate. 

The Commission expects the deficit to be financed through 
import of foreign capital. The greater the deficit in the ba¬ 
lance of payments the more the reliance that will have to be 
placed on foreign capital. The crisis of the capitalist woild 
may thus decree that we cannot move a single step forward 
in the implementation of the Plan without the permission of 
the imperialists abroad. The balance of payments position as 
vi.sualised by the Commission again leaves the last word on 
the Plan with the imperialists. 



Chapted XVI 


DISTRIBUTION UNDER THE PLAN 


MEMBERS of the Planning Commission write a lot about 
social justice, about reducing inequalities of income, etc. But 
in practice they perpetuate everything that brings about in¬ 
equality in tlie distribution of wealth to the detriment of 
the common man. 

The feudal land rent, which appropriates a big part of the 
peasant’s produce, and which is the main cause of his poverty, 
is to remain in one form or another. 

The monstrous profits of the British imperialists, who 
appropriate another big chunk of the national income, are to 
remain intact. By the end of the Five-Year Plan these will 
increase much more because of new investments. 

The profits of Indian monoix)li.sts and big business are to 
remain at as high a level as possible, there being no control 
over them. 

The taxation of the Government, which is proposed to be 
raised by Rs. 80 to 100 crores, will deduct a still further 
amount from people’s income. The incidence of this new 
taxation will mainly fall on the common people, for the Com¬ 
mission thinks that they are lightly taxed. The wages and 
earnings of workers are to be strictly controlled lest any rise 
in them should lead to inflationary tendencies. 

And, finally, deficit financing leading to rising prices is to 
filch yet another part of the income of the common man. 

What will remain in his hands to remind him of the ‘‘social 
justice” and the “reduction in economic inequality” promised 
in the Plan? Is it not mockery to talk of social justice when 



214 


INDIA’S FIVE-YEAR PLAN 


feudal rents ^remain intact and imperialist profits soar to 
new heights? 

Even if the production targets are realised the common 
man is not going to get a pro rata increase in his income. 
Though the Commission talks about raising his consumption 
standard by per cent, this does not mean that everyone is 
going to share in this rise. At best, there will be a greater 
availability of consumers’ goods only to the extent that those 
with larger purses will be able to take advantage of it. 

If feudal rent is abolished, or if at least there is a drastic 
reduction of rent, that itself will be an important step towards 
changing the present mal-distribution of national income and 
making the peasant share the rise in national income. If 
the peasant is not called upon to pay increased water cess, 
land tax and rent, etc., if he is not called upon to pay increased 
price for manufactured goods, then indeed he will be able to 
share in the increased availability of consumption goods. 
Otherwise, even if he raises additional food, a substantial part 
of it will go for paying additional dues. Where feudal rent 
has been reduced, as it has been in some cases, it has no doubt 
put additional purchasing power in the hands of the peasant, 
imless it is neutralised by other measures. 

Restriction on increase in earnings, high taxation, 
high prices, and high profits will put the other classes in a 
similar position, the purchasing power of their incomes falling 
instead of rising. Had the Commission had a plan for lowering 
the cost of living during the five years of the Plan, then the 
working class and middle class employees would have secured 
an additional share in the national income with their personal 
incomes remaining constant. To enable these sections to in¬ 
crease their consumption standards by 74 per cent, their earn¬ 
ings will have to increase more rapidly than the rise in prices 
and cost of living taking place under the Plan. This, of 
course, is out of question under the policy of wage restriction 
advocated by the Commission. In reality, the real earnings 
of these sections will go down in relation to the rising costs 
of living and they may not be able to maintain even their pre¬ 
sent consumption standards. Any further increase in the 
price of necessaries of life today leads to reduction in 
consumption. 
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Handloom weavers and other independent artisans will 
be in a similar position. The high taxation and falling mar¬ 
ket will lower the earnings of small businessmen and 
industrialists. 

Thus, under the Plan even if the production targets are 
reached, the condition of the common people will deteriorate. 

In the third year of the Plan 2h crores of people are in the 
grip of famine and a large section of the urban population 
has to cut its consumption of food 

Consumption Goes Down 

Fall in consumption under pressure of high prices has 
already become a general malady of Indian economy. The 
Eastern Ecojiomist of June 26, 1953, in its leading article, 
writes : 


“In the Indian economy almost through 1952 produc¬ 
tion was rising, and in some industries even at a specta¬ 
cular rate—^while consumption in many cases, even in 
physical terms was falling. This apparent paradox cries 
out for explanation.... Essentially the malady today in the 
Indian economic system is that purchasing power has been 
distributed in a manner which makes it impossible for 
existing production to be fully consumed. There are three 
main causes for this maldistribution. In the first place 
the Government of India, by the abolition in some cases 
and the reduction in others, of the food subsidies, has 
prevented urban populations from maintaining their con¬ 
sumption of foodgrains as well as other food at the level 
obtaining in March 1952. Secondly, the incomes dis¬ 
bursed by increased production in 1952 have not fallen 
into the hands of persons who could consume that in¬ 
creased production; in other words, there has tended to 
be a rise in saving represented by a rise in inventories 
instead of a steady and commensurate rise of consumption 
with production. Thirdly, there has been a maladjustment 
of the rate of investment in the Plan and the saving habits 
of the people, a withdrawal of purchasing power from 
the people by higher prices... .It is certain that at this 
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level consumption in India will be considerably below 
that postulated in the Plan. . . .In the first place, the Plan 
will fail on the consumption side. It has, indeed, already 
failed. It was an essential condition of the Plan that it 
should provide at its end for a return to pre-war consump¬ 
tion standards at least in food and cloth. Midwaj^ in the 
Plan we have suddenly discovered that instead of making 
headway on food consumption we have made a signal 
retreat.” 

This is the slate of affairs in the third year of the Plan. 
The planners offer us higher prices and higher cost of living 
in the remaining years. What will then happen to the con¬ 
sumption standard of the people? It appeal's that by the end 
of the Plan people will be without the necessary purchasing 
power to purchase the goods produced. The Plan might crasii 
under the weight of inflation and high prices. 

The Plan, it will be seen, is thoroughly unrealistic on the 
question of consumption. As a matter of fact, the planners 
have been unrealistic in drawing thtiir Plan. They have all 
along presumed as if Indian economy was not in a state of 
crisis; as if the problems of purchasing power and market for 
goods, etc, were not there; as if there were no basic causes 
which keep our people impoverished and set limits to our 
piod action. 

The 1952 slump thoroughly exposed the unrealistic and 
bankrupt character of the assumptions of the Commission. The 
accumulation of goods, the falling consumption of the people, 
the working of industries below capacity and the ruin of agri¬ 
culture forced themselves on the attention of the planners 
and demanded that basic causes be attended to. But the plan¬ 
ners have ct)ntinucd to behave as if nothing has happened. 
With their supreme faith in the power of money and invest¬ 
ment, they believe nothing else is needed to put a decadent, 
old colonial order on the road to prosperity. 



Chaiiier XVII 

EMPLOYMENT AND THE PLAN 


THE rapidly grcm'ing unemployment which has taken big 
strides during the first two years of the Plan, challenges the 
Commission on yet another fiont. While the Commission's 
Plan is supposed to increase employment, in actual life only 
unemployment is increasing. 

Normally India’s rural areas can y millions of unemployed. 
According to the Commission, ‘The extent of unemployrrumt in 
rural areas is, however, difficult to estimate. Some authci- 
rities put the figure at 30 per cent; but in addition to this, 
there is chronic under-employment'’ (p. 652) The number 
of unemployed and under-employed thus must run into crores. 

Besides this, there is unemployment in the urban cen¬ 
tres. especially in the small occupations and industries. 

“There is, therefore, keen competition for unskilled 
jobs in factories and in a number of small occupations; the 
tertiary sector, especially the domestic services, absorbs 
also a good deal of this labour. Hotels, restaurants, sta¬ 
tions and other public places are other sources of employ¬ 
ment. Most of the occupations are generally overst£iffed 
and the wages are extremely low. The problem has, to 
some extent, been aggravated after the end of the war 
due to difficulties faced by a number of small-scale indus¬ 
tries, which came to be started during war-time on account 
of the ceasing of imports. Even industries like jari- 
weaving, power-looms, etc., which were there for a long 
time, have been encountering difficulties of one type or 
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the other. These industries occupy the same place in 
urban centres as village industries do in rural areas.” 

(P. 652.) 

Such has been the position regarding unemployment even 
before the present slump led to its rapid increase in recent 
months. 

What is going to be the net effect of the Plan on employ¬ 
ment? According to the Commission’s estimate it is going 
to be of the following order. 

Industry will offer additional employment of the order of 
4 lakhs, inclusive of additional employment offered in the 
small-scale industries. 

Major irrigation and power projects are expected to pro¬ 
vide additional employment to 2^ lakhs. 

Agriculture is expected to provide for 23 lakh persons; 
minerals for 4,000 and building and construction for 50,000. 
Road-building is expected to provide for 2 lakhs. Cottage 
industries will give additional employment to about 20 lakhs 
of persons and full employment to about 36 lakhs under¬ 
employed persons. Bulk of additional employment will 
result from the cotton handloom industry. 

The additional employment in the tertiary sector has not 
been worked out. 

The total figure may mount up to 9 million. 

Inflated Hopes 

However, there is not much reason to take these figures 
seriously. The Commission admits that they are not based 
on a sound enquiry. Writing about its estimate of additional 
employment in industry, the Commission observes : 

“But in majority of cases they have been worked out 
on the assumption that additional production will lead to 
proportionate rise in emplojmaent which may or may not 
be true in most of the cases because of other factors, viz., 
idle labour engaged at the moment, revised man-machine 
ratio in view of the installation of new machinery, ration¬ 
alisation schemes under contemplation.” 


(P. 653.) 
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As has been stated elsewhere, the jute industry alone con¬ 
templates reducing its labour force by 40,000 in the process 
of reorganisation and modernisation. The Commission’s esti¬ 
mate thus has no basis in fact and if the rationalisation and 
retrenchment schemes are embarked upon in full, there will 
be a net reduction in the employment offered by large-scale 
industries. As for small-scale industries they are being 
ruined and their capacity to offer employment is shrinking 
rapidly. 

In cottage industries the bulk of additional employment 
(i.e. 18 lakhs) is expected to result from cotton handloorn 
industry. How unrealistic this estimate is, can be seen from 
the figures of handloorn production given elsewhere. How 
can employment in handloorn industry increase when the pur¬ 
chasing capacity of the people is going down and the consump¬ 
tion of cloth is being restricted? As regards additional em¬ 
ployment in agriculture, the Commission’s estimate is once 
again based on a rough and ready calculation. 

What does the Plan offer to the vast number of the educa¬ 
ted unemployed? 

“The First Five-Year Plan lays an emphasis on in¬ 
creasing agricultural production and at the same time 
creating a base for industrial expansion. This limits the 
immediate expansion of employment opportunities for 
the educated unemployed. It is only when a more rapid 
expansion of the industrial sector than is envisaged in the 
present Plan takes place that there will be a possibility 
of increasing avenues of employment for the educated 
class.” 


(P. 656.) 

Thus the educated middle class which is already suffering from 
acute imemployment is bluntly told that there is not going 
to be further employment opportunities for it. 

The problem of unemployment in India is a vast problem 
with unemployment running into millions in the countryside. 
The Commission is expected to create at least the precondi¬ 
tions for its solution. This is precisely what it fails to do. 
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Growing Menace 

The prevailing slump expresses itself in a rapid growth 
of unemployment affecting almost all sections of the popu¬ 
lation. Industrial workers, educated middle class, small 
traders and businessmen, professionals, school teachers, all 
find themselves increasingly without jobs. The apologists of 
the government have till recently made every effort to mini¬ 
mise the extent of unemployment, but now it can no longer 
be done. The businessmen themselves see the menace threat¬ 
ening their businesses and are calling on the government to 
arrest its march. 

The resolution pa.ssed by the Federation of Indian Cham¬ 
bers of Commerce and Industry at its annual session in March 
last is very significant. The Federation expressed grave con¬ 
cern over the growth of unemployment among businessmen 
of moderate means. The various measures of regulation and 
control adopted by the Central and State governments “have 
deprived middlemen, merchants and commission agents and 
more especially the lower income groups among them, of op¬ 
portunities of having recourse to the normal avenues of trade 
and commerce for their livelihood.” Mr. Jain, its President, 
said that the small trader had also suffered because manufac¬ 
turing concerns, both Indian and foreign, had entered into 
trade on their own account. 

Educated Unemployed 

In April, the Labour Minister disclosed in the House of 
the People that as many as 1,26,498 educated unemployed had 
registered with the Employment Exchanges at the end of 1952 
in the different states. Of these 92,000 were matriculates; 
the number of intermediate qualified was lower at 11,902, 
largely because not many students leave their education at this 
stage. The total of unemployed graduates was as high as 
15,350, of which graduates other than engineering and medi¬ 
cal numbered 14,368. The number of jobless engineers was 
832 which no doubt is a high figure. 

A sample survey undertaken by the Employment Ex¬ 
changes under the Regional Directorate of Resettlement and 
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Employment, West Bengal, showed that there were 17,097 
educated men and 778 educated women awaiting employment 
assistance on December 31, 1952. 

The following figures give a fuller insight into the growing 
unemployment among middle class emploj^ees : 

Table 33 

MIDDLE-CLASS UNEMPLOYMENT (1947-52)* 

Dec. 47 Dec. 48 Dec. 49 Dec. 50 Dec. 51 Dec. 52 

Technical 42,194 35,012 41,115 45,623 41.469 49.370 

Clerical 44,468 62,320 63,519 77,745 85,057 120,221 

''Planning Commission Report, p. 655. 

These figures are underestimates because t)f the limited 
character of the data supplied by the unemployment registers. 
Yet they show that unemployment among the educated classes 
is increasing. 


A False Charge 

Members of the Planning Commission, including Pandit 
Nehru, accuse the educated classes of wanting soft jobs and of 
disinclination for manual work. They try to explain away 
in this way the prevailing unemployment among them or at 
least its extent. 

‘Tt has been seen that the problem of unemployment 
is very acute amongst those seeking clerical posts. Among 
the educated classes there is a disinclination for manual 
jobs. They prefer soft jobs to manual work even if it 
means waiting and smaller emoluments. The result is 
keen competition and large-scale unemployment among 
new entrants.’’ 

(P. 657.) 

This is nothing but adding insult to injury. However, 
this slanderous charge against the educated middle class is 
being systematically propagated. Not that a few individuals 
may not be averse to manual work. But to explain away the 
prevailing unemployment among educated classes by putting 
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forward this reason is to mislead the people. The very figures 
supplied by the Commission give the lie to it. 

From this argument it would appear as if the educated 
middle classes have only to turn from clerical to technical jobs 
to secure them, or to turn to manual work to get rid of their 
unemployment. Wliat, however, is the truth? 

The figures cited above regarding unemployment among 
technical and clerical personnel prove that the number of un¬ 
employed in the former category is also very large. It is 
not as if there is a shortage of technical personnel and jobs are 
going abegging. The following figures obtained as a result of 
an ad hoc inquiry conducted by the Directorate-General of 
Resettlement and Employment in 1951 reveal the extent of 
employment opportunities for the technical and clerical 
personnel: 


Table 34 

VACANCIES AND PERCENTAGES OP VACANCIES 
TO APPLICANTS (1951)* 

No. of vacancies %age of vacancies 
made available by to applicants awaiting 
employers jobs 

Technical 5,180 12.5 

Clerical 3,212 3.8 

^Planning Commission Report, p.656. 

This means that out of every 100 imemployed technical 
persons only about 12 could be provided with jobs, while in 
the case of clerical jobs the vacancies were only 4 for every 
100 unemployed persons. Does this make much difference? 
When the overwhelming majority of imemployed in both cases 
do not get jobs, is it not untrue to suggest that there is un¬ 
employment among the educated middle classes because they 
prefer clerical to technical jobs? It is nothing but an attempt 
to screen the fact that the present rulers are able to provide 
employment neither to the clerical nor to the technical 
employees. 

Besides, do the planners not realise why there are so 
many educated persons fit only for clerical jobs? Technical, 
professional and other specialised education is beyond the 
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reach of an ordinary middle-class family. The rising cost of 
education under the Nehru Government and the growing 
poverty of the middle classes are forcing them to seek 
the cheapest education to prepare themselves for a job. It 
is therefore dishonest on the part of official spokesmen to 
sermonise them while keeping technical and professional 
education beyond their reach. 

Is there any truth in the argument that unemployment in 
the middle classes is largely due to their aversion for manual 
labour? It would appear from the argument as if there are 
plentiful opportunities for manual labour. The truth will be 
evident from the following occupational distribution of appli¬ 
cants on the Employment Exchange Live Register : 

Table 35 


OCCUPATIONAL DISTRIBUTION OF APPLICANTS 
TO EMPLOYMENT EXCHANGES 



Technical 

Clerical 

Unskilled 

Total 

Dec., 1951 

41,469 

85,057 

1,62,445 

2,88,971 

Mar., 1952 

43,947 

88,566 

1,68,682 

3,01,195 

June, 1952 

47,868 

1,10,920 

1,76,864 

3,35,652 

Oct., 1952 

49,879 

1,20,221 

1,94,579 

3,64,679 


The ranks of unskilled labour, it will be seen from the 
above, are more crowded than those of the educated classes. 
Those who advise the middle classes to take to manual labour 
screen this fact from view. 

Increase in Industrial Unemployment 

As the figures quoted above show, it is not only middle 
class unemployment but tmemployment among industrial 
workers as well that is rapidly growing. 

The total number on the Live Registers of the Employ¬ 
ment Exchanges in December 1952 was 4,37,571. In Decem¬ 
ber 1947, the total number was 1,71,604. These figures are 
underestimates because they cover only urban centres and 
because there is no compulsion to register. And yet they are 
eloquent. 
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Unemployment has increased very rapidly during the pre¬ 
ceding four years. In one year it has increased more than 
during the last five years. 

Today more than three lakhs of jute workers are farced 
to work short-time and thousands are rendered jobless by 
the compulsory sealing of 122 per cent looms. Recently 
thousands of tea workers had to lose their jobs and now, with 
contracted production, many more must have lost them. Work¬ 
ers in many other industries, big or small, government facto¬ 
ries and ordnance depots, are being retrenched or are victims 
(jf closures, lay-offs or lock-outs. 

This is sufficient to illustrate the deterioration that is 
taking place. If some of the big industries still appear to be 
unaffected, this is only a superficial phenomenon. Plans for 
I'ationalisation and retrenchment are maturing everywhere. 
The universal demand of all employers, foreign as well as 
Indian, is for wage-cuts and retrenchment on the plea ot 
reducing the cost of production. 

The Planning Commission is thus challenged on -/et 
another front. It estimates that by the end of five years the 
implementation of the Plan will have increased employment by 
nearly 9 millions. What is actually happening is a rapid de¬ 
terioration in the employment situation, depriving thousands 
of their jobs. If this unemployment is not arrested, not only 
will the crisis be sharpened, but every target set by the Plan 
will be affected. And there seems to be nothing to show that 
on the basis of the existing policies, unemployment can be 
averted. The crisis has set the pace for unemployment and 
the Commission is not yet able to check it. 



Chapter XVIII 
CONCLUSION 


THE analysis, made in the earlier pages, shows that the Plan 
strengthens the imperialist grip over our economic life and 
builds the strength of the Indian monopolists collaborating 
with them. It proves the correctness of the characterisation 
of the Plan made by the Central Committee of the Communist 
Party of India in December 1952: 

^Tts [the Government’s] Five-Year Plan was not a 
Plan of national reconstruction but a Plan which would 
maintain India’s semi-colonial economy intact, intensify the 
agrarian and industrial crisis and impose colossal burdens 
on all sections of the people, including industrialists an<l 
merchants, middle classes and artisans. It was the mono¬ 
polists’ way out of the crisis, a Plan of throwing the con¬ 
sequences of the crisis on to the shoulders of the commo?i 
people.’! 

While the Plan offers nothing to the common man, while 
it holds out no prospects for Indian industry as such, it is 
being hailed by top circles of big business and monopolists 
working in collaboration with British capital. Addressing 
the annual meeting of the United Commercial Bank Ltd., Sri 
G. D. Birla, in March 1953, said: 

‘‘The most important economic event for this country 
which took place last year is India’s Five-Year Plan. I 
welcome the Plan because it is a document which gives 
a concrete shape to the earnestness of the Government to 
grapple with the problem of Indian poverty... I am glad 
F 15 
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the Government have confined their task to the under¬ 
taking of a few economic programmes of basic and public 
character. ... Excepting the branches of economic acti¬ 
vity, agriculture, irrigation and transport, reserved by the 
Government for its own work, it has left the entire field 
of economic enterprise to private effort. And this is a 
right thing they have done... The days of criticism should 
now come to an end. Mutual recriminations should now 
be replaced by mutual understanding and mutual co¬ 
operation. ... Those who talk of lack of capital in India 
seem to be insufficiently aware how modem financial tech¬ 
nique coupled with financial discipline can work won¬ 
ders.” 

Sri Tulsidas Kilachand, Chairman of the Bank of Baroda 
Ltd., said in his annual address to the shareholders on May 2. 
1953 : 

‘‘The Five-Year Plan which was presented to the 
Parliament on December 8, 1952 is hailed by a foreign 
expert [refers to Sir George Schuster, ex-Finance Member 
of the Government of India who was specially invited by 
the Federation of Chambers of India for consultation on 
the Plan] as an intellectual achievement of which all 
Indians can be justly proud. It is admitted by all sec¬ 
tions that the targets and priorities fixed in the Plan are 
more realistic now than they were while in the Draft 
stage.... lam sure the country’s banking institutions will 
play their role in the country’s economic development by 
providing the additional working capital that industry 
and trade will require provided the Government afford 
them suitable facilities and opportunities.” 

It has already been shown while analysing the industrial 
programme of the Plan that it does not promote the cause of 
industrial development as such, that it does not benefit Indian 
industrialists as a whole, but mainly the foreign monopoly 
capitalists and their Indian collaborators, especially the Indian 
monopolists. 
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Indian Monopolists Strengthened 

Apart from the British, the Tatas, the Birlas, the ACC 
combine and the Scindias are going to get much benefit out of 
the Plan. The state aid or protection given to industries will 
be largely monopolised by these elements; their position in 
the internal market will be strengthened and the grip of Indian 
monopolists over Indian economic life will increase. 

The power already exercised by these monopolists over 
our economic life can be seen from the following examples. 
According to the Indian Chambers of Commerce, Calcutta: 

. .Tata Sons, Ltd., which was started as a trading 
firm with a capital of Rs. 21,0001- (Rupees twenty-one 
thousand) today controls the biggest single aggregation 
of industry with a total capital investment of eightytwo 
crores of rupees. Tata interests include iron and steel, 
locomotives, engineering equipment, machine tools, agri¬ 
cultural implements, textiles, electric power, chemicals, 
cement, dye-stuffs, vegetable oils, soaps, toilet products, 
insurance, air lines and hotels.” 

(*Ts Interlocking Harmful?”, p. 8.) 

With regard to the collaboration of this huge monopoly 
concern with British capital, this pamphlet says the 
following : 

“Marshall Sons & Co. (India) and Jessops of Cal¬ 
cutta in conjunction with the Tata Locomotive & Engin¬ 
eering Company have been able to produce for the first 
time in India, road-rollers ... Similarly, the engineering 
skill and experience in the manufacture of pipes of Ste¬ 
warts and Lloyds combined with an assured supply of the 
requisite steel by the Tatas, has resulted in a pipe manu¬ 
facturing company. The experience of the British 
Insulated Callenders Cables in combination with the Tata 
Steel has given birth to the Indian Cable Co. Mackin- 
non Mackenzie & Co. again is interlocked with Mackneil 
& Barry which in turn is interlocked with the Tatas. This 
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Mackinnon Mackenzie & Co. controls several coalfields^ 
jute mills, shipping lines, tea, etc.” 

(Ibid., p. 9.) 

The Birlas are another big monopolist concern having, 
interests in jute and textile industries, banks, automobile and 
textile machinery-manufacturing industries, air-lines and seve¬ 
ral other industries. Their economic power is tremendous and 
they are working in collaboration with British capital in the 
automobile industry. 

To what extent economic power is concentrated in the 
hands of some of these concerns can be gathered from the fol¬ 
lowing table which gives the number of subsidiaries controlled 
by them : 


Table 36 

NUMBER OF SUBSIDIARIES CONTROLLED BY 
MAIN INDIAN MONOPOLIES 

Name of Agency No. of Subsidiaries'^ 


1. 

Birla Bros. Ltd., 

61 

2. 

J. K. Industries, 

40 

3. 

Tata & Sons Ltd., 

25 

4. 

Karam Chand Thapar Bros. Ltd., 

23 

5. 

Dalmia Jain Ltd., 

19 

6. 

Premier Construction Co., Ltd., 

18 


•’‘These figures refer to the year 1947. 


It is holders of concentrated economic power like these 
that are going to be the chief beneficiaries of the Plan on the 
Indian side. Thus we see that the Tatas will be aided through 
state funds to expand their plant and capacity; they have 
already made a few calls on the public treasury. Further, 
the Government of India is negotiating, on behalf of the Tatas, 
a loan for a thermal power project at Trombay from the Inter¬ 
national Bank of Reconstruction. The Government, it seems, 
will guarantee the loan. 

Under the progSramme for automobile industry, the 
Birlas, in collaboration with the British firm of Nuffields, are 
to be one of the two monopolist “manufacturers” of automo¬ 
biles. While this position is to be brought about by the 
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closure of other foreign assembly plants, for whom no one 
will plead, yet it will result not in the clearing of the road 
to development of indigenous industry but in the establish¬ 
ment of monopolies of the two joint ventures. 

The Scindia Steam Navigation Company is to benefit from 
its partnership with the Government of India who has 
already spent a sum of Rs. 231.6 lakhs in 1951-52 on loans and 
in the acquisition of the Vizagapatam shipyard. A further 
sum of Rs. 11.77 crores is proposed to be spent for purposes 
of shipbuilding, besides giving subsidies to the joint venture of 
the Scindias and the Government of India. 

The A. C. C. combine is to monopolise nearly 50 per cent 
of the additional production of cement under the Plan. This 
combine includes on its board of directors, persons like J. R. D. 
Tata, head of the Tata Sons Ltd., Dharamsey Khatau and 
Ambalal Sarabhai, textile magnates, besides a few foreigners. 
This combine already controls a production capacity of 2.3 
million tons out of the total annual rated capacity of 3.88 
million tons of cement for all factories. 

The big Indian banks controlled by some of these very 
monopolists also hope to derive much benefit from the expan¬ 
sion of credit under the Plan for the purposes of supplying 
working capital to industries. 

While big business as a whole expects to benefit from the 
Plan, the top monopoly circles are especially jubilant because 
the Plan represents their interests which are tied in a number 
of ways with British capital. 

Indian Industry not Benefited 

The expectations of the industrialists, big and small, 
however will not be realised because the Plan does not even 
lay the foundation of India’s industrialisation. For, indiis- 
trialisation requires development of heavy industry and also 
of the internal market. 

The Plan satisfies none of these conditions. By retaining 
the backward agrarian relations, it hampers the development 
of the internal market and inevitably obstructs industrial 
iltdvance. 
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By refusing to free Indian industry from the grip of fo¬ 
reign capital and control, by continuing its dependence on 
machinery imports from abroad and by its failure to lay the 
basis of a machine-making industry, the Plan again restricts 
industrial development to a few narrow fields and thus serious¬ 
ly harms the interests of the Indian industrialists. 

The policy of giving national treatment to foreign capital 
especially harms the indigenous industry and industrialists. 
Under it, national industry cannot be protected against foreign 
capital while the latter will be practically free to invade all 
spheres where Indian industry is well-established and is ma¬ 
king good profits. It will especially seize hold of industries 
which have been granted tariff protection. The open invi¬ 
tation to foreign capital will only intensify foreign competition 
and lead to the ruin of many Indian industries. The imple¬ 
mentation of the Plan will sharpen the conflict between foreign 
capital and the Indian bourgeoisie. 

Thus the workers, the peasants, the middle classes and the 
bourgeoisie, those who really constitute the nation, are not 
the real beneficiaries of the Plan. Only the anti-national 
feudals and the monopolists together with foreign imperialists 
gain from the Plan. 

National Defence and the Plan 

A country which has only recently liberated itself from 
foreign rule must pay great attention to the needs of national 
defence. Its economic programmes must be properly inte¬ 
grated to them. The development of heavy industry is 
essential for the defence of the country against imperialist- 
inspired and instigated aggression. The Plan fails to answer 
the needs of national defence. 

It is likely that a few works and factories connected with 
defence needs may be started during this period and they 
may not have been included in the Plan. But these by no 
means end our fatal dependence on British imperialism for 
arms, military vehicles, aeroplanes, tanks and every important 
item of modern defence-craft. In every crisis created by the 
manipulations of the imperialists, our defence and safety will 
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be entirely dependent on what the imperialists are prepared 
to send us. 

The planners miss the needs of national defence in their 
programme of industrial development and can be accused of 
criminal negligence in this respect. The growing machina¬ 
tions of the imperialists in the South East and Middle East 
and the American intrigues in Kashmir and aggression in 
Korea reveal the danger to the freedom of underdeveloped 
nations. In this situation, a country which is dependent on 
foreign imperialists for vital weapons of defence endangers its 
own safety and freedom. 

The poor targets and results following from them are the 
logical outcome of the Commission’s reluctance to remove the 
basic obstacles to a free development of India’s productive 
forces. These consist of the feudal land relations and the 
imperialist domination of our industry, trade and economic 
life as a whole. The Planning Commission does precious 
little to clear these obstacles. It attempts the impossible task 
of organising India’s economic life within the framework of 
feudal and imperialist exploitation and comes to grief. 

Soinet Experience 

The experience of the Soviet Union, which was the first 
country in the world to introduce economic planning, shows 
that it is essential to remove old institutions which obstruct 
economic progress before one can think of planning. Those 
who dare not offend the upholders of anti-social institutions 
should not think of planning at all. 

Soviet planning was socialist planning and the clean-up 
of old institutions had to be much more thorough than would 
have been the case otherwise. In this it had different tasks 
before it than planning under Indian conditions. Its general 
lessons are, however, valid for India also. 

There are certain striking similarities between conditions 
in India today and those obtaining in Russia immediately after 
the Revolution and before planning was introduced there. 
Russia, like India, had a backward agriculture and industry. 
The problem was how to transform “the USSR from an agra¬ 
rian and weak country, dependent upon the caprices of the 
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capitalist countries, into an industrial and powerful country 
quite independent of the caprices of world capitalism.” (J, V. 
Stalin.) 

To bring about this transformation, the Soviet leaders 
first created the prerequisites for socialist planning by liqui¬ 
dating feudal land relations and nationalising land, industry, 
banks and commerce. There was thus a complete overhauling 
of old economic institutions which obstructed the development 
of productive forces. 

Having done this, the Soviet planners found the main link 
of the Plan—^heavy industry, without building which the 
transformation of the backward agrarian Russia into an 
advanced industrial country would have been impossible. 

This is what Stalin, the architect of the Soviet Plans, has 
to say on the first Soviet Five-Year Plan : 

‘What was the main link in the Five-Year Plan? The 
main link in the Five-Year Plan was heavy industry, with 
machine-building as its core. Because only heavy indus¬ 
try was capable of reconstructing industry as a whole, as 
well as the transport system and agriculture, and of put¬ 
ting them on their feet, it was necessary to start the 
realisation of the Five-Year Plan from heavy industry. 
Hence, the restoration of heavy industry had to be made 
the basis of the fulfilment of the Five-Year Plan.” 

But the building of heavy industry in a backward coun¬ 
try is not an easy task, because it calls for enormous financial 
expenditure. The Soviet leaders were confronted with the 
same problems as face India today but they chose to rely on 
the internal resources of their country and not on foreign 
capital and “aid”. 

Speaking of the fimdamental task of the Russian Five- 
Year Plan and the path of its fulfilment, J. V. Stalin says : 

“....The [Communist] Party knew how heavy 
industry had been built up in England, Germany and 
America. It knew that in those coimtries heavy industry 
had been built up either with the aid of big loans, or by 
plundering other coimtries, or by both methods simulta-- 
neously. The Party knew that these paths were closed 
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to our country. What, then, did it count on? It counted 
on the fact that, with a Soviet Government at the helm, 
and the land, industry, transport, the banks and commerce 
nationalized, we could pursue a regime of strict economy 
in order to accumulate sufficient resources for the resto¬ 
ration and development of heavy industry. The Party 
declared frankly that this would call for serious sacrifices, 
and that we must openly and consciously make these sa¬ 
crifices if we wanted to achieve our goal. The Party 
counted on carrying through this task with the aid of the 
internal resources of our country—^without usurious cre¬ 
dits and loans from outside.” 

{Problems of Leninism^ Moscow, 1947, p. 400.) 

What did the Russian first Five-Year Plan achieve? 

J. V. Stalin says: 

“We did not have an iron and steel industry, the 
foundation for the industrialization of the country. Now 
we have this industry. 

“We did not have a tractor industry. Now we have 

one. 

“We did not have an automobile industry. Now we 
have one. 

“We did not have a machine-tool industry. Now we 
have one. 

“We did not have a big and up-to-date chemical in¬ 
dustry. Now we have one. 

“We did not have a real and big industry for the pro¬ 
duction of modem agricultural machinery. Now we 
have one. 

“We did not have an aircraft industry. Now we 
have one. 

“In output of electric power we were last on the list. 
Now we rank among the first. 

“In output of oil products and coal we were last on 
the list. Now we rank among the first.” 

“Finally, as a result of all this the Soviet Union has 
been converted from a weak country, unprepared for 
defence, into a country mighty in defence, a coimtry pre- 
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pared for every contingency, a country capable of produ¬ 
cing on a mass scale all modern weapons of defence and of 
equipping its army with them in the event of an attack 
from without.” 

(Problems of Leninism, Moscow, 1947, pp. 401-02.) 

By seizing the main link of their plan—^heavy industry— 
the socialist planners succeeded in firmly securing the defence 
of their motherland, making their country mighty in defence 
and capable of equipping its army with all modern weapons. 
It was because of this far-sighted planning that the Soviet 
Union withstood and destroyed the Nazi war-machine which 
had so easily mown down other peoples. 

India’s first Five-Year Plan cannot claim that it makes 
our country self-reliant in matters of defence and capable of 
supplying our army all the modern weapons of defence. On 
the contrary, it continues our dependence on the British for 
our defence needs. 

It is wrongly propagated that the rapid advance in indus¬ 
trialisation under the first Soviet Plan was achieved at the 
expense of the standard of life of the people. The First 
Five-Year Plan not only provided for a rapid development of 
heavy industry, but also for a substantial increase in the con¬ 
sumption standard of the people. 

J. V. Stalin says : 

“One of the principal achievements of the Five-Year 
Plan in four years is that we have abolished unemploy¬ 
ment and have relieved the workers of the U.S.S.R. of its 
horrors.” 

“As a result of these principal achievements..., we 
have brought about during the period of the First Five- 
Year Plan : 

“a) A twofold increase over 1928 in the number of 
workers and other employees in large-scale industry... 

“b) An increase in the national income—Whence, an 
increase in the income of the workers and peasants— 
to 45,100,000,000 rubles in 1932, which represents an 
‘ increase of 85 per cent over 1928. 



CONCLUSION 


235 


“c) An increase in the average annual wages of work¬ 
ers and other employees in large-scale industry by 67 per 
cent as compared with 1928... 

“d) An increase in the social insurance fund by 292 
per cent as compared with 1928 (4,120,000,000 rubles in 
1932 as against 1,050,000,000 rubles in 1928) .... 

“e) An increase in public catering facilities which 
now provide for more than 70 per cent of the workers 
employed in the decisive industries...” 

(Problems of Leninism, Moscow, 1947, pp. 415-16.) 

This is enough to show that the rapid rate of industrial 
development, and particularly the advance of heavy indus¬ 
try, was not achieved at the expense of people’s standard of 
living. 

The striking contrast between the First Five-Year Plan 
of the Soviet Union and that of India is obvious. 

A Striking Contrast 

While under the Socialist Five-Year Plan, national income 
increased by 85 per cent in the first five years, the Indian 
Plan provides for an increase in national income of only 10 
to 11 per cent and in consumption standards only Ih per cent. 

While under the Soviet Plan, workers’ wages increased by 
67 per cent compared with the pre-plan year 1928, the Indian 
Plan advocates a general restriction of wages except in a veiy 
few cases. The general policy under the Indian Plan is that 
of a wage-freeze. 

While the Indian Plan makes hardly any adequate pro¬ 
vision for social security, the First Five-Year Plan of the 
Soviet Union secured an increase in the social insurance fund 
of 292 per cent. 

The Soviet Plan abolished unemployment for workers, 
while the Indian Plan does not hold out any such hope; on the 
contrary, unemployment is on the increase in the years rf 
planning. 

While the Soviet Plan put an end to the imemployment 
and exploitation of the peasant, at the end of India’s Five- 
Year Plan, the peasant will be still struggling against evictions 
and joining the ranks of the unemployed. 
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While the Socialist Plan develops heavy industry, the in¬ 
dustrial programme under the Indian Plan does not change the 
present pattern of Indian industry, with its dependence for 
machinery on foreign sources. 

At the end of its First Five-Year Plan, the Soviet Union 
became mighty in defence, capable of equipping its army 
with the most modern weapons of defence. India’s Five- 
Year Plan does not end her dependence for arms on the 
British. 

The Soviet Plan was based on internal resources and the 
Soviet planners refused to accept usurious loans from abroad. 
India’s Plan is mortgaged to foreign capital, resulting in fur¬ 
ther tightening the latter’s grip over India’s economic life. 

By getting rid of antiquated social institutions, by steering 
clear of usurious foreign loans and by relying on the internal 
economic resources of the nation and the creative labour of 
the people, the Soviet Union achieved miraculous progress in 
the short space of five years. 

By improvising their plan within the framework of exist¬ 
ing anti-social institutions, by getting themselves enmeshed 
deeper into the net of foreign monopoly capital, the Indian 
planners are unable to offer a decent standard of living to 
their people, national security and economic freedom to their 
country. 

It is true that while the Five-Year Plan of the Soviet 
Union was based on socialism—on the nationalisation of land, 
industry, banks and commerce—^here, in our country, there is 
no question of immediate introduction of socialism. Nonethe¬ 
less, the Soviet Plan laid down many basic principles which 
are equally valid for Indian planning today and the neglect 
of which has resulted in the poor targets of the Indian Plan. 
Had they been folowed, the Indian Plan would have ensured 
a rapid growth in the standard of living of the people, a rapid 
rate of industrial development, including the development of 
heavy industry and the security of national defence. 

Quarter Century of Planning 

The First Five-Year Plan of the Soviet Union became the 
foundation of the successive five-year plans which registered 
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further economic and cultural advance for the Soviet people. 
In the midst of the Third Five-Year Plan, the Soviet people 
had to face the invasion of the Nazi hordes and to defend their 
coimtry. The capacity and efficacy of heavy industry to pro¬ 
vide modern equipment to the Soviet army was tested in this 
period. In spite of terrible destruction, the Socialist indus¬ 
trial machine succeeded in forging mighty weapons of victory 
and helped the Red Army to rout the forces of Hitler Ger¬ 
many and militarist Japan. History thus proved the abso¬ 
lute correctness of Soviet Planning which had made heavy 
industry the main link in its First Five-Year Plan. 

Thanks to the socialist basis of planning, Soviet Union 
rapidly recovered from the terrific devastation wrought by the 
Nazi war and resumed a rapid planned advance towards 
higher economic and cultural life. New giant works of 
Communist construction, damming of rivers, building of canals 
and giant industrial works are undertaken under the Fifth 
Five-Year Plan. 

The results of a quarter century of socialist planning, 
though interrupted by three years of war and the colossal des¬ 
truction it caused, can be seen from the following: 

“In the twenty-eight years since the Fourteenth Party 
Congress, industrial output has increased 29-fold. We 
are now producing 21 times more steel, 19 times more 
coal, and 45 times more power than in 1924-25. Even 
more rapid has been the growth of the chemical and engin¬ 
eering industries, most of the branches of which have 
been newly created.” 

“In 1953 we shall produce over 38 million tons of 
steel or more than twice as much as in 1940; over 320 mil¬ 
lion tons of coal, or 93 per cent more than in 1940; over 52 
million tons of oil or nearly 70 per cent more than in 
1940; over 16 million tons of cement, or nearly three 
times as much as in 1940; 133,000 million kilowatt-hours 
of electricity or 2.8 times as much as in 1940, Output 
of the chemical industries in 1953 will be three times 
greater and output of machines and equipment 3.8 times 
greater than in 1940. 
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“As to production of articles of consumption the pic¬ 
ture is as follows: 

“In 1953, we shall produce 5,300 million metres of 
cotton cloth or 34 per cent more than in 1940; over 200 
million metres of woollen cloth or roughly 70 per cent 
more than in 1940; over 400 million metres of silk fabric 
or upwards of five times more than in 1940; 3,600,000 of 
sugar or nearly 70 per cent more than in 1940; 400,000 tons 
of butter, which is nearly 80 per cent more than the pre¬ 
war industrial output of butter. 

. .Our country has plenty of grain. 

“Compared with pre-war. Government procurements 
of cotton, sugar beet and animal products have consider¬ 
ably increased. In 1952, 3,770,000 tons of raw cotton were 
procured or 1.7 times more than in 1940, and 22 million 
tons of sugar beet, or nearly 30 per cent more than in 
1940. Last year Government meat procurements amo¬ 
unted to 3 million tons, which is half as much again as in 
1950; the figure for milk was 10 million tons, or nearly 1.6 
times as much as in 1940. In addition to the Government 
procurements, our farms sell large quantities of meat, milk 
and other food products through the co-operative and 
collective-farm trading systems.” 

(G. M. Malenkov, Speech before the Sup¬ 
reme Soviet of the USSR, August 8, 1953.) 

The Fifth Five-Year Plan provides that output of consu¬ 
mer goods in 1955 shall be roughly 65 per cent more than in 
1950. But the Soviet leaders are not satisfied with the rate 
of increase in consumption goods. 

“In the past 28 years, output of means of production 
in our country has increased approximately 55 times; out¬ 
put of articles of popular consumption, on the other hand, 
has increased in this period only 12 times, approximate¬ 
ly.... Hitherto we were not in a position to expand the 
light and food industries at the same rate as the heavy 
industries. Now we are able, and consequently, are ol> 
liged in the interest of securing a more rapid rise in the 
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material and cultural standards of the people, to speed up 
the development of the light industries to the utmost.” 

(Ibid.) 

Socialist planning has achieved these gigantic victories by 
abolishing exploitation of man by man; by abolishing classes 
and establishing a classless society. The common ownership 
of the means of production and the abolition of all exploitation 
constitute the basis of these gigantic victories. Thanks to it, 
economic life is really planned and anarchy in production and 
distribution has been eliminated. Economic crises have been 
eliminated; all uncertainty about the future has been done 
away with; people have forgotten unemployment and their 
right to work has been inscribed in the Constitution. 

The superiority of Socialist planning is thus striking and 
obvious. Planning, to be successful, must lean more and 
more in the direction of socialism, of public ownership of the 
means of prpduction, as without it neither the full forces of 
production can be released nor economic anarchy, crises and 
unemployment can be completely eliminated. 

Planning in People's China 

A comparison of the Indian planning effort with that in 
People’s China also reveals the same striking contrast. Plan¬ 
ning in People’s China is not yet socialist planning, based on 
nationalisation of land, industry and commerce. The land 
reform distributes land to the peasants as their private pro¬ 
perty, and there is a private sector of industry functioning 
under the people’s economy. The weight of the state sector 
and the co-operative sector in national economy goes on in¬ 
creasing taking it gradually to socialism, but at present the 
economy is composed of both state and private sectors. India 
which is not in a position to undertake socialist planning 
immediately has much to learn from China. 

How do the leaders of People’s China proceed in organ¬ 
izing and planning the economic life of the country? 

Firstly, the leaders of New China have created the pre¬ 
requisites for planning by freeing China’s industry and her 
economy from the grip of imperialism. 
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“First, imperialism has been driven from China and 
the many prerogatives of the imperialists in China have 
been abolished. The customs and foreign trade policy of 
New China have become an important means of protecting 
the development of the industry of the New China. 

“That is to say, the key to China’s front door is in our 
own pockets instead of in the pockets of the imperialists 
and their running dogs, as was formerly the case. China's 
industry from now on will not suffer from competition by 
cheap commodities of the imperialists. China’s raw mate¬ 
rials will first of all supply the needs of her own industry. 
This clears away one of the biggest obstacles hindering 
the development of China’s industry for the past hundred 
years.” 

(Liu Shao-chi, New China^s Economic 
AchievementSy 1949-52, Peking, 1952, p. 16.) 

Secondly, they have created the prerequisites for plan¬ 
ning by enacting the great land reform which abolishes feudal 
relations. The old anti-social institutions have been done 
away with. The leaders of China do not attempt to plan the 
economic life of the country with the old anti-social institu¬ 
tions intact. 

Thirdly, enterprises belonging to bureaucratic capitalists 
have all been confiscated and transformed into state-owned 
enterprises which are socialist in nature. 

Having thus cleared the ground for planning, the leaders 
of New China have been able to proclaim industrialisation of 
the country as the immediate aim of their planning. The fact 
that China has been an underdeveloped country, industrially 
weak, did not deter the leaders of New China from laying 
stress on the immediate development of heavy industry. De¬ 
velopment of heavy industry is the main link in China’s Five- 
Year Plan also. 

“Our motherland is now entering upon a new historic 
epoch and has entrusted us with a new historic task : the 
industrialisation of our country and the gradual transition 
to Socialism. Comrade Mao Tse-tung has said: ‘With¬ 
out industry there can be no solid national defence, no 
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people’s welfare and no national prosperity and power’/ 
The prerequisite for the development of our country under 
present conditions is the rapid development of our indiis- 
try and especially the building and development of our 
heavy industry.” 

(Liu Shao-chi, Speech to the Seventh 
AlUChina Congress 'of Trade Unions.) 

China^s First Five-Year Plan 

China First Five-Year Plan provides for the following 
advance in 1953: 

^‘The output of pig iron for 1953 will increase by 14 
per cent, steel ingots by 23 per cent, copper 39 per cent, 
lead 49 per cent and zinc 54 per cent. 

“In the machine-building industry, nine new relative¬ 
ly large plants will be constructed in 1953, and fifteen 
existing ones renovated and expanded. These include 
machine- and heavy-machine-building plants, electric pow. 
er equipment plants, automobile plants, shipyards, etc. 
In 1953 the output of machine tools will be increased by 
34 per cent and industrial and mining machinery by 153 
per cent... In 1953 nine power plants will be constructed 
or expanded, and another three hydro-electric stations and 
twelve power stations expanded. The output of electric 
power in 1953 will increase by 27 per cent and crude oil 
by 42 per cent... The output of cement will increase by 
17 per cent and timber by 38 per cent. Production in 
light industry will also be appropriately developed in 
1953. Cotton yam will register an increase of 9 per cent, 
cotton cloth 16 per cent, paper 6 per cent, and sugar 23 
per cent... Tremendous development will be continued 
in agriculture for 1953. Grain output will be increased 
by 9 per cent, reaching some 175 million tons; cotton 36 
per cent, reaching 1,500,000 tons; tobacco 47 per cent; 
and tea 16 per cent.” 

(Po-I-Po, Minister of Finance, Report to the 23rd Ses¬ 
sion of the Central People’s Government’s Council^ 
February, 1953.) 

F le 
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In the budget for 1953, the sum allocated for economic, 
social, cultural and educational development totals 59.24 per 
cent of the entire expenditure. The appropriation for econo¬ 
mic construction alone is 44.34 per cent of the total expendi¬ 
ture. Industry accounts for 20.4 per cent of the expenditure; 
agriculture, forestry and water conservancy account for 5.04 
per cent; i-ailways, communications, post and telecommunica¬ 
tions 6.36 per cent; trade and banking 1.92 per cent and other 
construction projects 10.62 per cent. 

Such are the features of China’s national plan which, 
while developing agriculture and consumers’ industries, seizes 
upon heavy industry as the main link and lays the foundation 
of a rapid industrialisation of the country and secure national 
defence. Once more, this presents a sharp contrast to the 
objectives and targets of the Indian Plan. 

How does the Chi!ie:^;e People’s Government raise the 
finances for the giant plan of national reconstruction? 

“A most noteworthy aspect of the sources of ouv 
revenue is that the taxes paid and the profits made by the 
State enterprises and the taxes paid by co-operatives con¬ 
stitute a rapidly growing proportion year after year. 
This is illustrated by the following table : 

1950 1951 195S 195.^ 

Percentage of state-revenue de¬ 
rived from tax payments and 
profits made by state enter¬ 
prises and tax payments of 

co-operatives 34.08 49.35 56.33 59.79** 

(Ihid.) 

Percentage of state revenue derived from taxation paid 
by peasants has declined from 29.63 in 1950 to 14.56 in 1953. 

Percentage of state revenue derived from taxation paid 
by private industrial and commercial enterprises was 32.92 in 
1950 and 22.36 in 1953. Private industry beneficial to the 
nation’s welfare and people’s livelihood plays an important 
part in the economic life of China. 

The main source of revenue is the state enterprises 
and the co-operatives. These place in the hands of the Peo¬ 
ple’s Government sufficient funds to embark upon national 
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reconstruction without rei^ort to usurious foreign loans and 
adding to the burdens of the people. 

Labour Enthusiasm 

The state enterprises, many of which formerly belonged 
to the imperialists or were owned by bureaucratic capitalists, 
have done away with the old reactionary and oppressive me¬ 
thods of management; they have ensured decent living con¬ 
ditions to the workers; the working class knows that it owns 
these enterprises. This has created tremendous labour en ¬ 
thusiasm, leading to a rapid rise in labour productivity. The 
workers know that in producing more they are helping them 
selves and accelerating their own economic progress. This 
enables the People’s Government to secure the mass partici¬ 
pation of workers in labour emulation which raises output 
and leads to a rapid capital formation. 

In October 1951, Mao Tse-tung, the great leader of the 
Chinese people, pointed out: ‘‘On the industrial and agricul¬ 
tural fronts, the growing patriotic movements to increase pro¬ 
duction has created a new atmosphere in our country, an 
atmosphere worthy of celebration.” This is how the people 
of China accumulate funds for national reconstruction. Fol¬ 
lowing Chairman Mao’s call, workers throughout the country 
latmched patriotic labour emulation movements, put forward 
thousands of valuable rationalisation proposals and new in¬ 
ventions. This emulation for higher production is now a 
constant factor in China’s industry. 

“By the end of 1952, eighty per cent of the workers 
in state enterprises had participated in the patriotic emu¬ 
lation drive to increase production and practise economy 
while 223,000 had been elected model workers.” 

(Liu Ning-I, Vice-President, All-China Federa¬ 
tion of Labour, People's China, May 1, 1953.) 

People's Democratic Economy 

China’s great successes are due to the fact that her eco¬ 
nomy is no longer the old semi-colonial economy, nor is it the 
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capitalist economy of the countries of the West. It is a 
People’s Democratic economy, which enables the nation to 
eliminate anarchy in social production and develop unified 
planning. 

In China, State industries now occupy the leading and 
most important position. They constitute almost 80 per cent of 
heavy industry, about 40 per cent of light industry in general 
and about 50 per cent of certain important light industries. 

In modern transport enterprises all the railways are ope¬ 
rated by the state; about 60 per cent of the total number of 
vessels plying along China’s coast and along the Yangtse River 
belong to the state. The State Bank controls over 90 per 
cent of the total in loans and deposits in the whole country. 

About 90 per cent of the imports and exports are handled 
by the state. In the domestic market, state trading compa¬ 
nies hold the leading position in wholesale trade. In retail 
trade, about 30 per cent of th etotal sales in 1952 were esti¬ 
mated to have been made through state trading companies 
and co-operatives. Therefore, the state has sufficient resources 
and is in a position to control market prices; through price 
adjustments, it gives leadership to private enterprises and 
to agricultural production and indicates the direction in which 
they must develop. 

Although state economy has greatly developed, private 
enterprises, under the leadership and support of the former, 
are also recovering and developing. The total value of their 
output had increased by 70 per cent by 1952. Enterprises 
which are beneficial to the national welfare and to the people’s 
livelihood are developing rapidly; those which are not are 
gradually going out of business. 

Individual economies of peasants and handicraftsmen are 
being organised into co-operatives and through these co-opera¬ 
tives, given help and guidance by Government and state 
enterprises. 

Such is the character of China’s economy. It consists of 
five different sectors: 

i) state-owned socialist economy, 

ii) state-capitalist economy jointly operated by the state 
and private persons, 

iii) co-operative economy of a semi-socialist charact^, 
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iv) private capitalist economy, and 

v) individual economy of the peasants and handicrafts¬ 
men. 

The leadership of the state-owned socialist economy 
is firmly maintained while the other four kinds of economy 
are given a chance to play their proper role. 

While giving a place to private enterprise to work for 
the benefit of the nation, the people of China have refused 
to put their entire economic life at the mercy of the private 
capitalists. The People’s Democratic State, representing the 
entire people, is in possession of the economic nerve centres, 
thanks to which it is really able to plan in the interests of the 
people, control private enterprise and eliminate anarchy and 
insecurity in economic life. 

The People’s Democratic economy of China is the founda¬ 
tion on which the successes of the People’s Government rest. 
Without it, there could be no planning, no safety for people’s 
livelihood, no rapid progress in industry and agriculture. 

Fraternal Aid 

These historic achievements of New China have been 
greatly facilitated by the fraternal help rendered her by ^he 
great USSR and also by other People’s Democracies. 

“The new Sino-Soviet Treaty, which is of great signi¬ 
ficance, has consolidated the friendly relations between the 
two countries. On the one hand, it enables us to carry 
forward freely and more rapidly the reconstruction work 
within our country. On the other hand, it is giving an 
impetus to the great popular struggle for peace and demo¬ 
cracy and against war and oppression.” 

(Mao Tse-tung, New China^s Econo¬ 
mic Achievements, 1949-1952, p. 2.) 

The Soviet Union delivers to the Chinese People’s Repub¬ 
lic industrial equipment of great value for factories, mills and 
power stations, indispensable raw and industrial materials, 
locomotives, wagons and rails for railways transport, tractors, 
combines and other agricultural machinery etc. These deli- 
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veries promote the rapid restoration and development of 
China’s industry and agriculture and consequently the ecfr* 
nomic progress of the Chinese People’s Republic. 

Since the founding of the People’s Republic of Chins, 
Sino-Soviet trade, based on the principles of equality, mutual 
benefit and friendly co-operation, has accorded with the needs 
of the peoples of the two countries. 

“On February 14, 1950, the Sino-Soviet agreement 
concerning the granting of a credit of US 300 million dol¬ 
lars by the Soviet Union to China was signed in Peking. 
The sum was lent at the low interest rate of 1 per cent 
per annum. The Soviet Union undertook to deliver lo 
China annually for five years US 60 million dollars worth 
of industrial and railway equipment and other materials 
to be paid for out of credit. 

“These deliveries and the dispatch to China of a great 
number of experts and technicians in various fields, have 
been of great help in the rapid recovery and development 
of China’s national economy.” 

{People’s Chma, June 16, 1953, p. 16.; 

It is of such assistance that Stalin said the following iu 
his work, Economic Problems of Socialism in the U.S.S.R. : 

“The experience of this co-operation shows that not 
a single capitalist country could have rendered such 
effective and technically competent assistance to the Peo¬ 
ple’s Democracies as the Soviet Union is rendering them. 
The point is not only that this assistance is the cheapest 
possible and technically superb. The chief point is that 
at the bottom of this co-operation lies a sincere desire to 
help one another and to promote the economic progress 
of all. The result is a fast pace of industrial develop 
ment in these countries.” 

(P. 36.) 


Basis of Planning Ignored 

The Indian planners mLss the very basis of all plan¬ 
ning. They pretend to organise planning while leaving fhfe 
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dominant position of private industry, which itself is dominat¬ 
ed by foreign capital, intact. 

Planning is necessary to eliminate anarchy from economj^ 
and ensure economic security for the common man. It is 
necessary to eliminate economic crises from the social system, 
do away with unemployment and ensure a higher standard cf 
life for the people. It is required to free the country’s econo¬ 
mic life from the vagaries of the market and private compe¬ 
tition and organise production according to the needs of the 
people. 

These objectives can be achieved only if the state sector 
holds decisive key economic positions, controlling the anarchy 
of the private sector and having the economic power to influ¬ 
ence the private sectors in the interests of public good and 
advance. 

What chance, however, have these objectives under the 
Indian Plan? None whatsoever. Under it the economy 
continues to be dominated by the private sector which in its 
turn is dominated by foreign capital. The state investment 
in industries under the Plan does not even lay the foundation 
of a developing state sector, leading other sectors. 
The investment in Chittaranjan workshop or in the prospec¬ 
tive steel factory, in railway coach-building and telephone pro¬ 
duction or shipping is too miserly to place strategic economic 
power in the hands of the state. The investment in fertili¬ 
sers etc. is of a non-strategic character and does not enable the 
state to control the industrial structure. 

In fact, the only major new industrial project included :n 
the Plan is the one for iron and steel, on which upto Rs. 30 
crores are estimated to be spent by 1955-56 if the project mate¬ 
rialises. A number of other projects were undertaken and 
started in the pre-planning period and investment on them has 
been provided for under the Plan. Obviously, all this does not 
elevate the state sector to a controlling position. 

There is, of course, the state investment on power and 
multi-purpose projects. Where power is used for industrial 
purposes, this places a good weapon in the hands of the state. 
But public investment in India is not made with a view to 
advancing the cause of the state sector but only to solve the 
difficulties of and help the private sector to pile up profits. 
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State investment in industries and power projects act as power¬ 
ful auxiliaries of private, especially monopolist, sections and 
not as levers to lessen the influence of the private producers 
and the market on the economic life of the people. 

Besides, the recent tendency is to openly rim the state 
projects as virtually private concerns and remove them from 
direct public control. The formation of autonomous corpo¬ 
rations as in the case of state projects like D. V. Scheme and 
Sindri Fertilisers has no other meaning than this. Even the 
Auditor-General was forced to describe these autonomous cor¬ 
porations as a fraud to escape public control. 

The state projects are tending to become joint concerns 
run by the Government and Indian capitalists, especially the 
monopolists. Thus, the prospective factory for producing 
steel is to be run in collaboration with an indigenous firm 
and with the participation of a foreign concern, while promi¬ 
nent businessmen are invited to serve on the autonomous 
corporations like the D. V. C. 

Planning or Government Spending? 

The planners enter upon planning without a growing pub¬ 
lic sector, capable of introducing order in the economic chaos 
and anarchy created by private enterprise. 

In its absence, which is the agency that will ensure the 
fulfilment of production targets and the control of prices and 
priorities? Under the Commission's Plan all these will not 
be controlled by the people’s sector; they will be controlled by 
foreign monopolists, by the ups and downs of the market 
which will continue to regulate production. 

It is, therefore, not surprising that the planners do not 
even formally promise abolition of unemployment. On tlie 
contrary, in the third year of the Plan unemployment has 
mounted to a huge figure and nothing seems to stop its march. 

In the absence of a strong public sector guiding and regu¬ 
lating production, the entire national economy stands exposed 
to the full blasts of the economic crisis. The various estimates 
of increase in production may be completely set at nought 
by a rapid shrinkage of the market. A number of Indian 
industries are already operating much below their capacity. 
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If the crisis that is held in leash in the western world with the 
help of the armaments programme and American military aid 
were to be suddenly unleashed, the entire Plan will be 
wrecked. 

What then remains of the Plan? What is the meaning of 
the expenditure of more than Rs. 2,000 crores by the state in 
the five-year period? It has only one meaning. It is the 
alternative of the present ruling class to a radical overhaul 
of economic relations, to the ending of imperialist domination 
and feudal land relations. The huge sum of Rs. 2,000 crores is 
being spent to save the tottering colonial system which is on 
the verge of collapse. It is realised that, without such extra 
aid and such government spending, the system must inevitably 
collapse under the impact of the crisis. The colossal sum of 
Rs. 2,000 crores is thus the price demanded by the imperial¬ 
ists and feudalists to keep the colonial order in existence. 

Such government spending in times of crisis, however, nas 
very little to do with planning or raising the standard of living 
of the people. It is the stock-in-trade of all capitalist govern¬ 
ments and its object is to save the iniquitous system from col¬ 
lapse, safeguard the profits of the imperialists and monopolists, 
and pass the burdens of the crisis on to the backs of the 
masses. 


Clearing the Ground for Reconstruction 

Yet India can easily have a grand plan for regeneration 
and reconstruction. She has immense natural resources 
whose exploitation in the interest of the people is obstructed 
by old anti - social institutions. She is an advanced 
colony whose industries are more developed compared with 
many other colonies and semi-colonies. India can inscribe on 
her banner the abolition of unemployment and crisis, and en¬ 
sure a rapid rise in agriculture and industry, if she removes 
all obstacles to social progress and puts to proper use all the 
assets and resources she possesses. 

The first step in this direction is to end the imperiaii.st 
domination of our industries by taking over the British assets 
and nationalising them. In 1948-49, the market value of the 
British investments in India was Rs. 375.61 crores. Foreign 
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capital controls 97 per cent of the petroleum installations, 93 
per cent of rubber, 90 per cent of match, 89 per cent of jute 
manufactures, 86 per cent of tea plantation, 73 per cent of me¬ 
tallurgical, 62 per cent of coal, 54 per cent of rubber planta¬ 
tions, 43 per cent of electrical undertakings, 33 per cent of 
machine-building and 21 per cent of textile. 

The confiscation of British capital, which mostly controls 
these industries, and its nationalisation will place these indus¬ 
tries under public control and radically alter the economic and 
industrial situation. 

Nationalisation of British capital will stop the huge drain 
from the country and will place roughly Rs. 175 to 200 crores 
every year at the disposal of the Indian people. It is thus 
going to be a rich source of finance for India’s economic deve¬ 
lopment. In five years between Rs. 750 to 1,000 crores will 
be secured through a stopping of the profits loot alone. 

It will also put an end to the huge loot through unequal 
terms of trade which the British are able to impose on us 
because of their economic domination. Britain will no longer 
be able to dictate to us the price of our raw materials, no 
longer able to pay less ior our exports and charge high prices 
for our imports. 

The enormous loss sustained through unequal exchange 
in foreign trade can be seen from the following : 

“A recent study by the United Nations on the price 
levels of exports and imports of imderdeveloped countries 
found that these countries received relatively much less 
for their exports to the United States and the United King¬ 
dom in 1947 than in 1913. This loss on account of the 
‘terms of trade’ was estimated at $2,500 to $3,000 million 
dollars a year... If we calculate most conservatively on 
the basis of this evidence that the United States paid 30 
per cent less for imports from India and charged 30 x^er 
cent more for exports to India, we arrive at an estimate 
of Rs. 60 crores as the American profit from an Indian- 
American trade of nearly Rs. 200 crores in 1950.” 


(L. Natarajan, American Sha¬ 
dow Over India, pp. 113-114.) 
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The loss in our trade with Britain which dominates our 
foreign trade can be easily imagined. Nationalisation of 
British capital will put an end to this loss and convert it into 
a rich source of finance for national development. 

Nationalisation of British capital will further enable tlie 
State to directly control a number of strategic industries like 
metallurgical, petroleum, chemical, coal, machine-building etc. 
Besides, a few consumer goods producing industries like jute 
manufacturing and tea and rubber plantations will also come 
under direct public control or ownership. 

Thus there will be a real public sector commanding a lead¬ 
ing position in industry and offering a real base for public 
planning. This sector, because of its economic strength and 
strategic position, will be in a position to guide private indus¬ 
try according to the requirements of public planning. Plan¬ 
ning will thus cease to mean a mere sum total of private 
anarchic efforts to increase production. The fatal weakness 
of the present plan—^the absence of a public sector laying the 
foundation of rapid advance and controlling the private sec¬ 
tor—will no longer be there. There will be an end to tJie 
absurd attempt to introduce planning with economic strings io 
the hands of foreign imperialists. 

With the removal of the present bureaucratic and anti¬ 
people management of British-owned concerns, and with gua¬ 
ranteed living conditions to the workers, a tremendous pro¬ 
duction drive can be organised. Workers feeling that they 
are working for themselves and their people, will work with 
enthusiasm raising the productivity of their labour and the 
output of their industries. This will place still larger resour¬ 
ces in the hands of the State, immensely strengthening the 
public sector and its capacity to introduce planned develop¬ 
ment in the economic life of the nation. 

Thus, the essentials of planning will be created in a coun¬ 
try where the entire industry cannot be nationalised. Of 
course, to achieve these results the State must give up its role 
of defender of the existing order and subserve the aims of 
democratic planning. 
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Liberate the Peasant 


The next step in Indian planning must consist of a sweep¬ 
ing land reform abolishing landlordism and distributhig 
land to the tiller and freeing the peasant from the enormous 
burden of interest on debts and excessive land revenue. 

The immense scope for agricultural development, once the 
agricultural producer is freed from these burdens and anti¬ 
social institutions are removed, can be seen from the following 
table giving crop yields per acre : 

Table 37 

AVERAGE YIELD PER ACRE OF CERTAIN 
MAJOR CROPS (1949) 


Country 

Wheat 

Rice 

(Paddy) 

Maize 

Sugar 

Cane 

(Raw 

Sugar) 

Argentina 

1,008* 


910* 

~4,9Ci 

Australia 

1,044 

4,220 

1,472* 

18,070 

China (22 Provinces) 

937* 

2,141 

1,160 

2,210 

Egypt 

1,748 

3,533 

1,775 

10,412 

France 

1,704 

2,632 

571 


India 

584 

1,032§ 

560 

3,052 

Japan 

1,534 

3,462 

1,133 

20,944 

U. K. 

2,516 




U. S. A. 

892 

2,203 

2,177 

33,607 


♦ Unofficial 

§ 688 lbs. of cleaned rice and in terms of paddy the figure wil] 
be about 1,032 lbs. 

(F. A. O. Year Book, 1950.) 


In India there is one person employed in cultivation for 
every 2.6 acres of land, as against 17.3 acres in the United 
Kingdom. This huge waste of labour directly follows from 
the overcrowding of agriculture and low technique. 

“If the output per acre were raised to that of France,, 
the wealth of the country would be increased by 
£669,000,000. If the output were in terms of English 
production, it would be raised by £1,000,000,000 per year. 
Yet England is by no means highly cultivated. This 
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does not make any allowance for part of the land in India 
producing two crops per year. In the other countries 
referred to only one crop can be grown. This advan¬ 
tage should equal any loss from drought... In terms of 
Danish wheat production the increased wealth produc¬ 
tion would be £1,500,000,000 per year. It is not, there¬ 
fore, the soil that is responsible for the poverty of rural 
India.” 

(Indian Central Banking Enquiry Committee Report, 
p, 700; Memorandum of A. P. MacDougall, March 19, 
1931. Quoted by R. P. Dutt, India Today, 1949, 
p. 204.) 

New vistas will open before Indian agriculture once the 
peasant is freed from the burdens of landlordism and land 
is distributed among the tillers. 

Simultaneously the peasant in ryotwari areas is to be freed 
from debt serfdom, from the monstrous interest charges which 
take away a major part of his produce and mounting land and 
other forms of taxation. The peasant in the zamindari areas 
is also deep down in debt and requires freedom from the 
burden of rent and taxation. 

In 1931, the Central Banking Enquiry Committee Report 
estimated the total agricultural debt at Rs. 900 crores. 

In 1937, the First Report of the Agricultural Credit De¬ 
partment of the Reserve Bank of India estimated the total at 
Rs. 1,800 crores. 

More than 60 per cent of the peasant families are often 
found to be in debt. 

The high prices of war and post-war years have brought 
no relief to the peasant. The burden of debt in rural areas 
has increased notwithstanding the fact that a small minority 
of the rural population might have paid a substantial part of 
their debt. That only a small minority was benefited from 
the high prices is clear from the Report of the Rural Banking 
Inquiry Committee (1949) which stated : “Debts have reduced 
but not always to a large extent and while debts of large and 
medium land-holders have been substantially reduced, those 
of small landholders, tenants and labourers have not been 
reduced significantly.” 
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In reality, debts have increased very much since 1930. 
The Madras Banking Inquiry Committee estimated the rural 
debt of Madras Province to be Rs. 150 crores in 1930. The 
sample survey conducted by Dr. B. V. Narayanaswamy Naidu 
estimated the rural debt of Madras to be Rs. 217.7 crores in 
1945. This gives an increase of 45 per cent in fifteen years. 
On this basis, the total rural debt in 1945 would work out at 
slightly more than Rs. 1,000 crores for the territory and pro¬ 
vinces of the Indian Union. (D. K. Rangnekar, Agricultural 
Finance in India,) 

The origin of this huge burden of debt lies in the deficit 
farming of the peasant, the low yield of agriculture, the exces¬ 
sive demands of state through land revenue and various taxes, 
and the systematic robbery of the peasant through trade and 
usury. 

The land revenue demand of the states has grown con¬ 
sistently during the last 15 years also. Between 1938-39 and 
1953-54 (budget) the total land revenue demand of all “A” 
States increased from Rs. 2,541 lakhs to Rs. 4,174 lakhs, an 
increase of 64 per cent. 


Table 38 

GROWTH OF LAND REVENUE OF “A” STATES 
(In lakh rupees) 


1938-39 

1953-54 

(budget) 

Percentage 

Assam 

113 

166 

47 

Bihar 

132 

331 

151 

Bombay 

355 

667 

88 

Madhya Pradesh 

212 

544 

157 

Madras 

513 

736 

43 

Orissa 

46 

119 

158 

The Punjab 

264 

232 

—12 

Uttar Pradesh 

582 

1852 

218 

West Bengal 

324 

210 

—35 

Total 

2,541 

4,174* 

64 


*Part of the increase is due to the Zamindari Abolition mea« 
sures and may not reflect a net addition to all burdens. 
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As regards trade and high prices ruining the peasant, 
nothing need be written. Official publications have had to admit 
that the high prices obtaining since the last war have bene¬ 
fited only a small section of the peasantry. In fact, they ruin 
the majority of the peasants. 

Unless, therefore, the peasant is freed from this whole 
system of robbery there can be no planning in agriculture, no 
unleashing of the productive forces on land. 

Hitherto attempts were made to check the growing indebt¬ 
edness of the peasantry through co-operative credit societies. 
But these attempts kept in being the causes that bred the 
moneylender—excessive taxation, robbery through trade, etc. 
and deficit farming. Naturally they could not rescue the pea • 
.sant from the clutches of the moneylender. 

Rescuing the peasant from the moneylender is not just 
a question of supplying him with cheap credit. It is a ques¬ 
tion of freeing him from the present system which exploits his 
pre-capitalist mode of existence to the utmost, making him the 
scapegoat of the colonial order. Once this is done, cheap 
credit will have an important role to play in the development 
of his prosperity. 

Additional Resources for Development 

The liberation of Indian agriculture from all the pre¬ 
capitalist anti-social institutions, the liberation of the peasant 
from the yoke of the landlord and the usurer will generate 
that tremendous enthusiasm for improving production which 
is absolutely necessary for agricultural advance. What this 
enthusiasm can achieve has already been noted in connection 
with the recent developments in China. 

Aided by the lead and initiative of the state in supply¬ 
ing irrigation facilities, fertilisers, cheap credit and advanced 
technique, this new enthusiasm for production will completely 
transform Indian agriculture. 

A rapid promotion of co-operative endeavour will solve 
some of the basic problems inevitably arising out of small-scale 
individual production. The multi-purpose sale and purchase 
societies will be an instrument in freeing the peasant from the 
robbery practised through trade; credit societies will supply 
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him with cheap credit, dispensing with the moneylender, and 
farming societies will meet the problems of production created 
through smallness of holdings. 

The rapid rise in agricultural production will place addi¬ 
tional resources in the hands of the people for further econo¬ 
mic development. The abolition of landlordism and reduc¬ 
tion in the usurious rates of interest itself will place huge 
funds in the hands of the state to finance planned economic 
development. 

As far back as 1930, the Central Banking Inquiry Com¬ 
mittee Minority Report computed the interest on debt at 
Rs. 100 crores and rent at nearly Rs. 52 crores. The Minority 
Report arrived at this estimate by taking rent to be one and a 
half of the total land revenue which was Rs. 350 million in 
1930 and interest charges to be three times the land revenue. 

This, of course, was a conservative estimate. The real 
burden of rent must have been much above this figure. By 
abolishing landlordism, we can get a saving of at least Rs. 70 
to 80 crores per year. If half of this is transferred to the pea¬ 
sant by way of reduction of rent, there will be at least Rs. 150 
to Rs. 200 crores available for development in five years. 

Similarly, if the debt charges are reduced and the peasant 
is freed from all round robbery through trade etc. there will 
be a net gain of at least Rs. 100 crores each year, of which 
a considerable part can be diverted for economic development. 

By stopping the privy purses of the idle princes and the 
huge amounts otherwise appropriated by them, a considerable 
sum can be raised for developmental purposes. 

In addition, large resources will be available through 
higher output obtained through all roxmd labour enthusiasm. 

Utilisation of Labour Resources 

The third condition of successful planning in India is the 
proper utilisation of the immense labour power available which 
at present lies unutilised. The Commission talks a lot about 
utilising the vast power, about promoting labour-intensive 
industries, as distinguished from capital-intensive industries 
but in practice fails to harness the immense labour resources 
of the coimtry for purposes of national development. 
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This is clear from the place it assigns to small-scale and 
village industries and the outturn expected from them during 
the period of the Plan. The Commission still thinks too much in 
terms of availability of capital and less in terms of productive 
labour. In Indian conditions, small-scale and village indus¬ 
tries have an important role to play, especially in satisfying 
the consumption needs of the people, while the country is 
making a big effort to overcome its industrial backwardness 
and laying the foundation of heavy industry. There need be 
no dearth of consumption goods when heavy industry is being 
organised and small-scale industry continues to supplement 
the production from large-scale industries. This will obviate} 
diversion of large capital resources to satisfy the consump¬ 
tion needs of the people and leave comparatively larger funds 
for the development of basic industries. 

And, finally, no plan can succeed if it does not base itseJi 
on the initiative, co-operation and enthusiasm of the people. 
The Commission misses this basic element almost entirely in 
the Plan. 

Just as it does not promise a radical land reform to the 
peasant, it does not promise decent living conditions to the 
worker. He is guaranteed neither a living wage, nor social 
security. Even the much advertised measure for sickness 
insurance has turned out to be a farce. 

Land reform, confiscation of British imperialist assets, gua¬ 
ranteed living conditions to labour and reduction in taxation 
etc,, are bound to convince the people that the Plan is meant 
for their own economic advance and lead to all-round increase 
in labour productivity and increase in capital formation. 
Labour in public and private industries alike will be enthused 
to increase its productivity and Indian industrialists will be 
encouraged to increase the eflSciency of their management. 

On the basis of these prerequisites, India can lay the foun¬ 
dation of a plan whose implementation will raise the living 
standards of her population, meet the needs of national 
defence and end her dependence on British imperialism. 

There will be enough resources to plan her development 
without exorbitant foreign aid. India will no doubt need 
importation of capital goods from abroad to promote her in¬ 
dustrial development. A large part of this can be secured 
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through foreign trade from which inequality of exchange will 
be abolished. However, capital goods will have to be imported 
on loan if we get them from friendly nations on moderate 
terms and without any political strings. As the example cf 
China shows, today there is every possibility of getting our 
requirements in this way from the Socialist and People’s De¬ 
mocratic countries, and we need no longer be dependent o)i 
foreign monopoly capital for securing them. 

The plea that the present Plan, with its miserable targets, 
is all that is possible for India is untenable. The plea that 
we are having a slower growth of industries in order to have 
a rapid development in agriculture is also untrue. 

Need of a New Democratic Set-up 

As we have seen, the present Plan does not propose to 
raise the consumption standards beyond the level of prewar 
times when the vast mass of Indians missed one meal in three 
and could hardly cover their nakedness. Nor does it free 
Indian industry from dependence on British imperialism and 
lay the foundation of an independent national industry. The 
real demands of national bourgeoisie—industrialisation of the 
country and independence of their industry from foreign domi¬ 
nation—are not fulfilled under it. On the other hand, under 
it foreign competition with Indian industries gets intensified 
and foreign grip gets stronger and many Indian concerns are 
threatened with ruin. 

Whether we turn to industry or agriculture, health or 
education, irrigation or power—everywhere we meet with 
cramped objectives based on a cramped outlook. 

With all this, there is no guarantee that the declared ob¬ 
jectives will be attained. On the other hand, there is every 
possibility that they may not be reached. Caught between the 
economic crisis and helpless dependence on foreign aid and 
monopolist concerns, the Plan is likely to crash on the indu.^- 
trial sector. The aggravation of agrarian crisis by subsi¬ 
disation of feudal land relations is calling into question the 
declared targets of agricultural production. It is doubtful if 
finances can be raised as contemplated under the Plan. , It is 
doubtful if foreign aid to the extent visualised will come 
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forward to oblige the planners. A sum of Rs. 100 crores as 
the minimum for private industrial sector cannot be 
easily secured without a heavy price, and that price is indus¬ 
trialisation of the country itself. What appears to be pos¬ 
sible is that a much smaller amount may be forthcoming mainly 
to be invested in light industries, thus calling into question 
the entire development in the private sector. Such are the 
prospects under the Plan. 

Inspitc of hundreds of millions of hands ready to do pr{)- 
ductive work, in spite of the rich natural resources of our 
country and minimum basis for rapid economic advance, the 
Planning Commission has failed to produce a plan worthy of 
the productive energies of the people and answei*ing to ihe 
economic needs of the millions to whom planning is no acade¬ 
mic exercise but a life and death struggle. The secret of this 
failure lies in the fact that the planners are averse to effect 
any institutional changes^*, are afraid of sweeping the old 
institutional obstructions and laying the foundation of a new 
order. The plan inevitably fails because it cramps the 
demands of a national plan in the framework of the colonial 
order and makes its success dependent on the imperialists and 
feudalists—the enemies of all progress. 

The people of India can certainly plan on as grand a scale 
as the people of Soviet Union and China have done. But, for 
this, the first precondition is a new democratic set-up, 
determined to clear all old obstacles to economic progress. 
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